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LINKING PROGRAM FUNDING TO
PERFORMANCE RESULTS

THURSDAY, SEPTEMBER 19, 2002

HOUSE OF REPRESENTATIVES, SUBCOMMITTEE ON GOV-
ERNMENT EFFICIENCY, FINANCIAL MANAGEMENT AND
INTERGOVERNMENTAL RELATIONS, COMMITTEE ON GOV-
ERNMENT REFORM, JOINT WITH THE SUBCOMMITTEE ON
LEGISLATIVE AND BUDGET PROCESS, COMMITTEE ON

RULES,
Washington, DC.

The subcommittees met, pursuant to notice, at 2 p.m., in room
2154, Rayburn House Office Building, Hon. Stephen Horn (chair-
man of the Subcommittee on Government Efficiency, Financial
Management and Intergovernmental Relations) presiding.

Present for the Subcommittee on Government Efficiency, Finan-
cial Management and Intergovernmental Relations: Representa-
tives Horn, Schakowsky and Maloney.

Present for the Subcommittee on Legislative and Budget Process:
Representative Pryce.

Staff present for the Subcommittee on Government Efficiency, Fi-
nancial Management and Intergovernmental Relations: Bonnie
Heald, staff director; Henry Wray, senior counsel; Dan Daly, coun-
sel; Chris Barkley, clerk; David McMillen, minority professional
staff member; and Jean Gosa, minority clerk.

Staff present for the Subcommittee on Legislative and Budget
Process: Chin-Chin Ip, staff director.

Mr. HORN. A quorum being present, the subcommittees will come
to order. Today the Subcommittee on Government Efficiency, Fi-
nancial Management and Intergovernmental Relations is holding a
joint hearing with the Subcommittee on Legislative and Budget
Process of the House Rules Committee. I welcome my fine col-
league, Ms. Pryce, who chairs that subcommittee, and the distin-
guished members of both subcommittees.

Today’s hearing is on the important subject of linking program
funding to performance results. Washington policymakers, both in
the executive branch and Congress, devote an enormous amount of
time each year deciding how to spend the taxpayers’ money. How-
ever, too little time is devoted to determining what that spending
accomplishes.

We tend to measure success by how many job training programs
we enact, how much money we appropriate for them, and how
many training grants we award. We rarely look at what those pro-
grams actually achieve, such as how many trainees actually obtain
and retain jobs.
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In recent years, the focus has begun to shift from process to re-
sults. The Government Performance and Results Act of 1993, ap-
propriately called the “Results Act,” provided the impetus for this
change. However, the transition toward results-oriented, perform-
ance-based decisionmaking involves many challenges, and the pace
has been slow.

Federal agencies are using their Results Act plans and reports
to try to define and measure the results of their performance.
Many agencies have made significant progress. However, an impor-
tant link has been missing. Policymakers have failed to establish
a connection between performance results and their funding deci-
sions. Until that link is fully in place, the Results Act will remain
largely a paperwork exercise, and the effectiveness of funding deci-
sions will remain largely untested.

Fortunately, the current administration is intent on establishing
this link. President Bush designated budget and performance inte-
gration as one of the five governmentwide initiatives in the Presi-
dent’s management Agenda.

In furtherance of this initiative, the Office of Management and
Budget has developed a Program Assessment Rating Tool known as
PART—PART being Program Assessment and Rating Tool. We will
hear much about this assessment tool today, and we are delighted
to hear it. During the fiscal year 2004 budget cycle, the PART proc-
ess will be used to evaluate the performance of Federal programs
that account for more than 20 percent of all Federal spending. In
future budget cycles, these evaluations will be extended to all other
Federal programs.

The PART process and the broader Presidential initiative to inte-
grate budgets and performance represent an important effort to
launch the Federal Government on the road toward results-ori-
ented, performance-based decisionmaking.

All of our outstanding witnesses today are important leaders in
this quest. I welcome you and look forward to your testimony.

I am also pleased that another outstanding leader in this effort,
Senator Fred Thompson, has submitted a written statement for the
hearing; and, without objection, his statement, which is very excel-
lent, will be put in the hearing at this particular point. Senator
Thompson wanted to join us today, but he is unable to attend due
the press of Senate business, and we would sure like them to get
that business and get it back to the House. Without objection, his
statement will be included in the record.

[The prepared statement of Senator Thompson follows:]
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LINKING PROGRAM FUNDING TO PERFORMANCE RESULTS

Statement For The Record
Senator Fred Thompson, R-TN

before the
Subcommittee on Government Efficiency,
Financial Management and Intergovernmental Relations,
House Committee on Government Reform

and the
Subcommittee on Legislative and Budget Process

House Committee on Rules

September 19, 2002

Chairman Horn, Chairman Pryce, and Members of the Subcomrnittees:

I regret not being able to join you this afternoon to discuss this very important — yet often
ovetlooked — issue of measuring government performance. After looking at the impressive list of
witnesses that you have lined up, however, [ trust that the discussion is in good hands. Thank
you for giving me the opportunity to submit some of my thoughts for the hearing record.

Chairman Horn, you and I have worked hard over the past few years to increase awareness of the
importance of strong government management and initiatives to promote efficiency and
effectiveness in government, and I like to think that some of our work has paid off. Just this past
Tuesday, for example, eight agencies were recognized for submitting clear, comprehensive and
timely fiscal year 2001 accountability reports. While an outsider might be appalled that agencies
are being rewarded for what they should have been doing all along, such a feat was beyond the
realm of possibility less than a decade ago. In addition, agencies are slowly but surely improving
their ability to establish annual performance goals and develop strategies to achieve those goals.

In addition, T have been impressed with this Administration’s unprecedented focus on improving
the federal government’s efficiency and accountability. The “President’s Management Agenda”
is an integral component of the President’s fiscal year 2003 budget, focusing on human capital,
competitive sourcing, financial management, e-government, and budget and performance
integration. It gives me reassurance that our efforts will be continued on after we depart these
chambers, Mr. Chairman.

Today’s hearing focuses on the fifth element of the President’s Management Agenda: budget and
performance integration. While I applaud the Administration’s focus on this initiative, if is nota

1-
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new concept. Policymakers have been attempting to link budget decisions to program
performance for over 50 years. The Resulis Act, enacted almost 10 years ago, represents the
most recent attempt. However, this is the first time, to my knowledge, that the concept has been
embraced at such a high level of government, and I look forward to seeing what kind of impact
this new focus will yield,

The Results Act, of course, requires federal agencies to develop five-year strategic plans that
explain what outcomes they are trying to accomplish and set long-term goals for achieving them.
The Act then requires agencies to issue annual performance plans that break down their long-
range goals into specific performance goals and strategies and resources to achieve those goals
for each fiscal year. Finally agencies are required to submit annual performance reports that tell
Congress and the American public the specific progress they made toward achieving their goals
for the applicable fiscal year.

As the name indicates, the Results Act is intended to shift the focus of accountability from
process to results. It gets away from focusing on how many regulations agencies issue, how
many grants they award, or how many investigations they conduct. What matters is what these
activities actually accomplish in real results that are important to the American people such as
fewer transportation accidents, less crime, better education and health care, and a safer homeland.

All of this sounds like basic common sense, and it is. Setting results-oriented performance goals
and then using them to track progress, make resource decisions, and to manage day-to-day
operations should come as second nature. Many state and local governments operate in this
manner as does much of the private sector. However, these concepts represent 2 fundamental
“cultural change” for Washington. Moving the federal government in this direction has been a
real struggle.

The federal government has now prepared five years of performance plans under the Results Act,
covering Fiscal Years 1999 through 2003 and completed three years of performance reports,
covering Fiscal Years 1999, 2000, and 2001. Agencies are in the second cycle of updating their
strategic plans which the Results Act requires agencies do at least every three years. All of this
experience has shown that the federal government is moving toward being more results-oriented
and performance-based. However, the progress has been uneven among the agencies and even
within some agencies. The federal government still has a long way to go. There are three areas
that I see as challenges that must be overcome to change the focus of government from the things
it does 1o the results it achieves, and then ultimately to be able to integrate performance results
into the budget process:

1. assessing results;

2. addressing crosscutting programs; and
3. producing credible performance data.

-



Assessing results

As Chairman of the Governmental Affairs Commitiee, I asked GAO to determine from the Fiscal
Year 1999 and 2000 performance reports how well agencies were achieving selected key
outcomes. In all, GAO looked at over 90 key outcomes across the federal government’s 24
largest departments and agencies for each of the fiscal years. Unfortunately, GAO was unable to
determine what progress was made in achieving many of the key outcomes based on the reports
submijtted by the agencies.

In addition, over the last three years, George Mason University’s Mercatus Center analyzed the
fiscal years 1999 through 2001 performance reports produced by the 24 departments and
agencies. Although the Center’s analyses focused on the quality of the reports themselves rather
than the quality of results within the reports, Mercatus provides a helpful picture of the state of
performance reporting. Unfortunately, Mercatus found that agencies still have a long ways to go
in reporting on their performance. In fact, almost all of the fiscal year 2001 performance reports
scored lower than their prior year reports, with two departments deciding not to issue
performance reports for the fiscal year.

Finally, as you may know Chairman Horn, we sent a letter to the Secretary of Education
expressing our concern and disappointment about the Department’s failure to issue a
performance report for fiscal year 2001. As a result of this non-reporting by the Department,
congressional decision-makers and the American public are deprived of important information on
the Department’s performance and indicators of where the Department needs to make
improvements and the strategies to address those improvements. I look forward to working with
the Secretary to ensure that this does not happen again in the future.

Addressing crosscutting programs

Many federal efforts to achieve outcomes are typically dependent upon one or more programs or
agencies. Efforts to reduce drug trafficking, for example, involve a variety of federal agencies,
not to mention the coordination with state and local entities, and the federal government’s
responsibility to protect our Nation’s food supply involves multiple agencies as well, just to
name a couple. The overlapping responsibilities can often lead to overlap and duplication among
federal programs if these crosscutting programs are not well coordinated. Redundant federal
programs are wasteful and inefficient.

The Governmental Affairs Committee’s 2001 report called “Government at the Brink” describes
the extent of overlap and duplication that exists at the federal level. These multiple programs
hardly ever use consistent goals and measures that allow for comparisons among them. Nor do
agencies® performance plans typically include goals and measures that cut across more than one
agency. Nobody could seriously argue that all these programs are equally effective and
necessary. Also, agencies’ performance reports don’t tell decision-makers or the public what's
working and what’s not working within the mass of overlapping programs that exist in virtually

3.
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every area of federal activity. As a result, we lack the performance information to make rational
choices among the programs and allocate resources where they do the most good.

I think that one of the most important next steps in the evolution of results-oriented government
at the federal level is to focus on the planned and actual progress toward achieving the outcomes
associated with national issues through crosscutting programs. This is why Senator Lieberman
and I asked GAO to assess the actual progress made in Fiscal Year 2001 and progress planned in
Fiscal Year 2003 in a variety of erosscutting programs including financial institution regulation,
public health systems, family poverty, and drug control. GAO is expected to complete its work
on these crosscutting programs over the next several weeks.

Producing credible performance information

While I think it is important to use performance information in budget decisions, I’'m concerned
about the usefulness of this information. One fundamental barrier to the usefulness of the
performance reports is the lack of reliable and timely performance data. This is the data that
shows whether they are meeting their stated goals. Several GAO reports have questioned the
credibility of the data agencies use to assess their performance. As part of the Reports
Consolidation Act of 2000, Congress required the hsads of agencies to attest to the completeness
and reliability of the agency’s performance data. It was intended that this law would get agencies
to pay attention to their data problems and explain what they are doing to solve them.

Unfortunately, it appears that few agencies took this mandate seriously. Iasked GAO to review
the Fiscal Year 2000 performance reports of the 24 largest departments and agencies to sce how
well agencies complied with this law. GAO found that only 5 of the 24 agencies included
statements attesting to the completeness and reliability of their data. If agencies cannot attest to
the reliability and credibility of their own performance data, how can we possibly measure their
results with confidence?

The Mercatus Center’s assessment of the 24 departments and agencies’ Fiscal Year 2001
performance reports included comments on the limited quality of the performance data of at least
13 departments and agencies. For example, the Department of Health and Human Services did
not have performance data for 68 percent of its performance goals. The Center stated that
Environmental Protection Agency “recognized that the timeliness and quality of its data remain
disappointing.”

What the future holds

We still have a long way to go in implementing the Results Act and in making the federal
government more results-oriented and performance-based. We are at the point after all these
years of implementing the Results Act where we need to start using performance information to
make decisions or we might as well give up on the Act. However, I am encouraged by the
President’s unprecedented interest in, and the Office of Management and Budget’s new focus on,

4-
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integrating performance review with budget decisions. The long-range goal of this effort is using
information about program results in making decisions about which programs should continue
and which to terminate or reform. Over the last few months, OMB has been hard at work
developing a Program Assessment Rating Tool. As I understand this Tool, it helps analysts
examine different parts of program performance to identify the strengths and weaknesses of a
given program. The Tool consists of a set of questions and focuses on four critical program
areas: (1) Purpose , (2) Strategic Planning, (3) Program Management, and (4) Program Results. I
think this Tool will be an incentive for agencies to have sound goals and measures, reasonable
strategies to achieve those goals, and credible performance information. This Tool could be the
1ast, best effort to bring a results-oriented focus to the federal government.

The test for the President’s initiative will come in a few months when his Fiscal Year 2004
budget request is submitted to Congress. I'm hoping that members of Congress, especially the
members who serve on the Appropriations Committees, will be able to see that program results
drove some of the budget decisions by the Administration.

Thank you again for the opportunity to submit testimony for the record. 1look forward to
working with you to highlight the importance of good government management during my
remaining time here in Congress, and I look forward to monitoring the progress made in these
areas in future years. And of course, Chairman Horn, thank you for your leadership on these
issues.

-5-



8

Mr. HORN. I now yield to my cochair of today’s—she’s coming
soon—and that will be Mrs. Pryce.

So we will then start with the Comptroller General of the United
States. Mr. Walker has done an outstanding job in his role as the
Comptroller General in his 15-year term, and we are delighted to
have him here. He has been in many of our hearings, and we thank
not only him but his very fine staff throughout the Nation. In our
recent program of terrorism, about 15, 20 hearings, there has al-
ways been help from the GAO, so thank you.

Ms. Pryce, come right here. We were just about to interview the
Comptroller General, but you have an opening statement, so please
join us.

Ms. PrYCE. Well, Mr. Chairman, I appreciate your waiting or
your proceeding, and I'll just put this in the record—I don’t need
to read it. Thank you—in the interest of time.

Mr. HORN. OK. You mean, there aren’t pearls we should be look-
ing at right now.

Ms. PRYCE. Go right ahead.

Mr. HornN. OK.

[The prepared statement of Hon. Deborah Pryce follows:]
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Thank you Chairman Horn for calling the joint hearing of our two subcommittees to order. Tam
very pleased to be part of this collaborative endeavor, and I look forward to today’s discussjon
about this important government-wide management initiative, often referred to as “performance
budgeting”. Performance budgeting, or the process of using program effectiveness information

for making funding decisions, has long been in the making but has yet to be fully realized.

Most of us here today are rerarkably aware of the dilemuma that is posed by the need to use
limited resources to pay for seemingly limitless demands, with no real relief in sight. We
therefore recognize both the need to “stretch the taxpayer dollar” and the need to ensure that
government programs reach as many of their intended benefliciaries as possible, Not 1o mention

that increased effectiveness and efficiency is the business of good government.

As Chairman of the Subcommittee on Legislative and Budget Process, 1 am encouraged by
recent efforts to establish a more meaningful link between the 1993 Government and
Performance Results Act (GPRA) and the budget process. Some may recall that the purpose
behind the Congressional Budget Act, which the Rules Committee considered and reported in
1974, was to increase Congressional coordination and control of budgetary and fiscal decision-
making. It makes sense, then, that the 1993 GPRA law — in its promise to improve federal
program effectiveness, congressienal decision-making, and the internal management of the

federal government ~ should build upon the goals of the Budget Act.
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As Chairman Horn has noted, this hearing will provide an opportunity to spotlight the efforts of
the executive branch to better link funding decisions to actual program performance. This
includes OMB’s development of the “Program Assessment Rating Tool”, or the PART, which
we look forward to hearing more about today. Furthermore, if performance budgeting is going
to succeed, then we should also expect to see improvements in areas such as the evaluation

capacity of agencies and the quality of the program information collected and used by agencies.

Although many of these performance budgeting efforts seem to focus on executive branch
activities, I will conclude by saying that as government performance rating tools and measures
become more and more reliable, Congress will be finally respansible for using and integrating

this information into our budgetary and fiscal decision-making.

T am gratefu] for the participation of all of our witnesses today, and I would now like to
recognize our first panel. Both of these men should be credited for their tireless efforts in
moving the federal government towards greater accountability and effectiveness — not always an
casy task — and, of course, for their exceptional work in making performance budgeting a reality.
It is my honor to introduce the Director of the Office of Management and Budget, Mitch Daniels,

and the Comptroller General, David Walker, Welcome gentlemen, and thank you for being here.
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Mr. HORN. Mr. Walker knows the routine of this committee,
SO——

[Witness sworn.]

Mr. HORN. It is a great pleasure to have you here.

STATEMENT OF DAVID M. WALKER, COMPTROLLER GENERAL
OF THE UNITED STATES

Mr. WALKER. Thank you, Chairman Horn, Chairwoman Pryce,
other members of the subcommittee. It is a pleasure to be here
today to discuss efforts to link resources with results, what some
people have referred to as performance budgeting.

The current administration has made linking resources to results
one of its top five priorities and a key item on the President’s man-
agement agenda. In this regard, the Office of Management and
Budget’s latest initiative, the Program Assessment Rating Tool,
also referred to as PART, has been designed to use performance in-
formation more explicitly in the Federal budget formulation process
by summarizing performance and evaluation information.

In my testimony today, I outline a lot of information. At this
time, Mr. Chairman, with the concurrence of you and the other
subcommittee members, I would like to have my full statement in-
cluded into the record so I can just summarize key elements. Is
that all right, Mr. Chairman? Thank you. Then I will move on to
summarizing key elements.

Three key points at the out set. First, our Nation faces a very
serious long-range fiscal challenge, which should serve to frame our
discussion. The first board that I have illustrates that, and it is
also in my testimony.

If you look at how the composition of the Federal budget has
changed in the last 40 years, it’s been very dramatic. In 1962,
when John F. Kennedy was President, 68 percent of the budget
was discretionary. Congress could decide each and every year how
to spend those funds. In 2002, it’s down to 37 percent; and trends
show that it’s going to continue to decline, which means that you,
Members of Congress, will have less and less discretion unless
something is done in deciding how to meet current and emerging
national needs.

Given our longer-range fiscal imbalance, which I'm going to show
now, there is also a need to broaden the measures and focus of the
Federal budget process to accommodate these goals. What this
board represents is GAO’s 50-year-long range simulation of what
the future of the Federal budget looks like if you assume current
law for tax policy as a percentage of the economy and if you as-
sume that discretionary spending grows by the rate of the economy,
which some would argue 1s a conservative assumption, and that the
Social Security and Medicare trustees are correct in what they ex-
pect for the spending on those programs to be based on their best
estimate assumptions. If you assume they’re correct, if you assume
the discretionary spending grows by the rate of the economy, this
is our future.

The bottom line is this. Due to known demographic trends and
rising health care costs, starting in a little over 10 years, we will
start experiencing a period of rapidly escalating deficits as far as
the eye can see.
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Now, what does this mean? This means at least a couple of
things. We need to somehow figure out how we can have different
metrics and mechanisms to consider the longer-term implications of
current legislative of proposals because we might be able to afford
some things today that we won’t be able to sustain tomorrow. Sec-
ond, it means we need to start looking at the base—the base of
Federal spending, the base of tax policy, the base of everything
that causes this gap to arise in the future years because the num-
bers don’t add up.

The status quo is unsustainable. Something is going to have to
give. And it’s more than just looking at entitlement programs. It’s
also looking at discretionary spending programs—which ones are
working, which ones aren’t working, which ones are generating a
higher return, which ones may have made sense in the past but
may not make sense today or for the future.

So in order to address these emerging challenges it’s necessary
to address not only the entitlement programs but also the base of
the budget. And it’s important not just to look at spending, tradi-
tional spending, which the PART is intended to do. It’s also impor-
tant to look at tax preferences which all too frequently are off the
radar screen, and I will show you an example of that if we can.

If you look at the health care area as an example, you can see
that 72 percent of the, “expenditures” that relate to health care at
the Federal level are mandatory outlays. There is a discretionary
component. But tax expenditures represent 20 percent of the Fed-
eral commitment to the health area. Health care represents the No.
1 tax preference in the Internal Revenue Code, and yet it’s largely
off the radar screen. Are those tax preferences achieving what
they’re intended to or not? I think that has to be part of the equa-
tion.

We are mindful that this kind of review will also in the end re-
quire a proper national debate, because the American people do not
understand the nature, extent and significance of this gap and,
from a practical standpoint, elected officials will have to make sure
that they are educated so that you don’t get too far ahead of the
public.

But back now to performance budgeting. Credible outcome-based
performance information is absolutely critical to foster the type of
intelligent debate in understanding what’s working, what’s not
working and how do we go about re-examining the base. Perform-
ance information can help us in this regard, but it will not provide
mechanistic answers for budget decisions nor can performance data
eliminate the need for considered judgment and political choice. If
budget decisions are to be based in part on performance data, the
integrity, credibility and quality of this data and the related analy-
ses become even more important.

Moreover, in seeking to link resources to results, it is necessary
to improve government’s capacity to account for and measure the
total cost of Federal programs and activities. It’s not just what re-
sults are achieved but at what cost; what is the return on invest-
ment, what is the cost/benefit relationship and what are the alter-
natives if the Federal Government is not part of the equation?

The Government Performance and Results Act, also known as
GPRA or the Results Act, expanded the supply of performance in-
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formation generated by Federal agencies. It provided the founda-
tion. But progress has been relatively slow.

We now need to take it to the next level. We need to make sure
that there are outcome-based measures, that theyre linked with
cost and that we have a rigorous process by which the administra-
tion can end up making recommendations to Congress and Con-
gress can make decisions through the appropriations process, and
can take actions through the oversight process, authorization proc-
ess, etc.

OMB’s PART proposes to build on GPRA by improving the de-
mand for results-oriented information in the budget. It has the po-
tential to promote a more explicit discussion and debate between
OMB, the agencies and the Congress about the performance of se-
lected programs. Improving budgetary debates is always a good
idea, but caution is in order at this stage about expectations from
this process. The accuracy and quality of the evaluation informa-
tion necessary to make informed judgments is highly uneven
throughout the Federal Government. In the long run, sustaining a
credible performance-based focus in budgeting will require signifi-
cant improvements in evaluation capacities and information quality
across Federal agencies as well as with third parties who imple-
ment many Federal programs.

Finally, and most critically, the Congress must play an active
role with regard to the performance-based budgeting concept. Con-
gress has to buy into this concept. It has to devote sustained atten-
tion to this issue. And Congress needs to take this performance in-
formation that is coming out of GPRA and use it in making its own
decisions with regard to the annual appropriations process. Con-
gress also needs to take this type of information and use it for pur-
poses of oversight. Congress needs to consider this type of informa-
tion in conjunction with the authorization process.

In my testimony I lay out some suggestions that Congress may
want to consider about how it might be able to go about playing
an active role, because only through the sustained attention by the
Congress as well as the executive branch over a period of years can
this concept become a realty. We have seen predecessors like ZBB,
zero based budgeting, and other types of concepts come and go; and
it’s only through sustained commitment by both the executive and
the legislative branch that this approach can bear fruit.

The graphics that I showed you serve as demonstrable evidence
that we really have no choice. We must begin to look at the base.
We must begin to separate the wheat from the chaff.

Thank you.

Mr. HorN. Thank you, General.

[The prepared statement of Mr. Walker follows:]
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Mr. Chairman, Madam Chair, Merabers of the Subcommittees:

I am pleased to be here today to discuss efforts to link resources to
results—what many have referred to as “performance budgeting.” Over the
past decade the Congress and several administrations have put in place a
structure for increasing the focus on and accountability for government
performance. Federal agencies have been working to carry out the
Government Performance and Resuits Act (GRPA), which requires the
development of periodic strategic and annual performance plans and
reports. This is part of a broader movement towards greater accountability
in government and greater responsibility for resulis—Dboth at the
institutional and eventually at the individual level.

GPRA requires linkages of performance plans to budgets, recognizing that
one of the ways in which the full acceptance and potential of performance
management can be promoted is if this information becomes relevant for
the allocation of resources. The current administration has raade Inking
resources to results one of the top five priorities in the President’s
Management Agenda. In this regard, the Office of Management and
Budget's (OMB) latest initiative, the Program A Rating Tool
(PART"), has been designed to use performance information more explicitly
in the federal budget formulation process by sumrmarizing performance and
evaluation information. The administration plans to apply this new tocl to
20 percent of the programs to be included in the upcoming fiscal year 2004
federal budget.

In my testiraony today I make several points:

* First, the long-term fiscal challenge facing our nation should serve o
frame our discussion, Absent structizal change in a rumber of major
entitlement programs, budgetary flexibility will continue to decline and
eventually disappear—while demands for new federal resources to
address such emerging challenges as homeland security and other
issues become more compelling and pressing,

Given our longerrange fiscal imbalance, there is also a need to broaden
the measures and focus of the federal budget process to accommodate
these goals. The nation’s fiscal challenges escalate rapidly just beyond
the 10-year budget projection period. As a result, new metrics and
mechanisms are needed to better highlight the longerterm implications
of existing programs and proposed new fiscal commitments.

Page ) GAD-02-1108T
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+ Furthermore, in order to address emerging challenges it is necessary to
address both retirement and health programs encumbering the nation’s
fiscal future in addition to reexamining the base of existing programs-——
both discretionary programs and other entitlements—to free up
resources to address new needs in a rapidly changing society. Such an
examination should be cross-catting and comprehensive in nature-—all
relevant policy tools and federal programs, including tax preferences,
should be “on the table” in addressing such policy areas as low-income
housing or health care financing and delivery. While such a
coraprel fve will take time and may have to be
addressed in phases, it is critically Important that it occur.

* We are mindfnl that this kind of review will require a proper nationai
debate about how to make government relevant for the emerging
challenges and needs of the 21st Century. Nothing less than an extensive
public education effort will be required to fully inform the American
peaple about the long-term outlook under the current policy portfolio as
well as the alternative choices that are available.

Credible outcome-based performance information is absolutely critical o
foster the kind of debate that is needed. Linking performance information
to budgeting carries great potential to improve the budget debate by
changing the kinds of questions and information available to decision
makers. However, performance information will not provide mechanistic
answers for budget decisions; nor can performance data eliminate the need
for considered judgment and political choice. If budget decisions are to be
based in part on performance data, the integrity, credibility, and quality of
these data and related analyses become more important. Moreover, in
seeking to link resources to results, it will be necessary to improve the
government’s capacity to account for and measure the fotal costs of federal
programs and activities.

GPRA expanded the supply of performance information generated by
federal agencies. OMB’s PART proposes to build on GPRA by improving the
demand for resulis-oriented information in the budget. It has the potential
to promote a more explicit discussion and debate between OMB, the
agencies, and the Congress about the performance of selected programs.
Presumably, the PART will serve as a screen and will identify expectation
gaps, questions, and areas where further inquiry and analysis would be
most useful.

Page 2 BAQ02-1106T
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Improved budgetary debates are always welcome, but caution is in order at
this stage about expectations from this process—the accuracy and guality
of evaluation information necessary to make the judgments called for in
yating programs is highly uneven across the federal government. Moreover,
many programs have multiple goals where a single score or performance
assessment can mislead decision makers. Even where a sound basis exists
to make performance assessments, performance results do not have
automatic budgetary conseq Poor evaluation results may lead to
budget cuts or even program eliminations in some cases, but it may also
provapt higher levels of investment in people or technologies and
redoubled management improvements in other cases if there is general
agreement that the activity involved is important to the nation.

In the long run, sustaining a credible performance-based focus in budgeting
will require significant improvements in evaluation capacities and
information across federal agencies as well as the third parties that
implement federal programs. Going forward, the focus of reexaminations
should shift to broader national goals and outcomes, with assessments
targeted on the range of programs and governmental tools supporting those
outcomes.

Finally, and most critically, the Congress must be involved in this debate,
and the resulting decisions and follow-up oversight activities,
Congressional buy-in is critical to sustain any major it initiative,
but even more so for perforriance budgeting given the Congress’ central
rale in setting national priorifies and allocating the resources to achieve
them, Going forward, we would encourage the Congress to develop a
periormance assessment process to target its oversight efforts.

Long-term
Demographic Trends
Drive the Fiscal Future
and Frame Current
Debates

Any discussion about the role of the federal government, about the design
and performance of federal activities, and about the nearterm fedeval fiscal
outlook takes place in the context of twa dominating facts: a demographic
tidal wave is on the horizon, and it combined with rising health care costs
threatens to overwhelm the nafion’s fiscal future. The aging of baby
boomers—and increased life expectancy—is a major driver of spending for
Social Security, Medicare, and Medicaid. Absernt structural reforms in these
programs, budgetary flexibility will continue to shrink and eventually
disappear. Our long-range budget simulations make it clear that the status
quo is not sustainable. The numbers just do not add up. The fiscal gap is too
great for any realistic expectation that the country can grow its way out of
the problem. The failure to reexamine the retirernent and health care

Page 3 GAQ-02-1108T
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programs driving the long term will put the nation on an unsustainable
fiscal course, absent major changes in tax and/or spending policies. In
addition, the failure to reprioritize other claims in the budget will make it
increasingly difficult to finance the rest of government, let alone respond to
compelling new priorities and needs.

As figure 1 below shows, overall budgetary flexibility has been shrinking
for some time. In the last 2 decades, mandatory spending—excluding net
interest—has jumped by nearly 10 percentage points to consume more than
half of the federal budget.

Figure 1: Federal Spending for y and Dk i y F Fiscal Years 1962, 1982, and 2002

1962 2002*

:l Discretionary

Mandatory

BEE retinterest

*OMB gurrent services gstimate.
Source: Budget of the United States Government, £Y 2003, Office of Management and Budgst,

Our long-term budget simulations continue to show that to move into the
future with no changes in retivement and health programs is to envision a
very different role for the federal governmeni-—a government that does
litile more than mail checks to the elderly and pay interest on the debt.
Figure 2 below shows the pieture if the tax reductions enacted last year are
not permitted to sunset and discretionary spending keeps pace with the
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economy. By midcentury federal revenues may only be adequate to pay
Social Security and interest on the federal debt. (See fig. 2.) Irportantly, we
would still have a significant long-range fiscal gap even if the tax reductions
do sunset as provided for under current law, although the gap would be
smaller. While the long-term picture has not been pretty for a number of
years, it is worsening and the long-term crunch is getting closer. Further,
the shift from surplus to deficit means the nation will move into the future
in a weaker fiscal position than was previously the case.

Figure 2: Composition of Spending as a Share of Gross Domestic Product (GDP)
A ing Di ionary ing Grows with GDP and the Tax Cuts Do Not Sunset

40 Percent of GDP

30

Revenue \

20

2000 2015 2030 2050
Fiscal year

[ ] metinterest

gg;gg Sociat Security

[ Medicare & Medicaid
- Ali other spending

Source: GAO's August 2002 analysis.

Metrics and mechanisms need to be developed to facilitate consideration of
the long-term implications of existing and proposed policies or programs.
‘We are currently doing work on how to describe the range and
measurement of fiscal exposures—from explicit liabilities such as
environmental cleanup requirements and federal pensions to the more
implicit obligations presented by life-cycle costs of capital acquisition or
disaster assistance.
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Although they dwarf all other progrars in long-term trends, Social
Security, Medicare, and Medicaid ave not the only programs in the budget
where looking beyond the 10-year budget window presents a very different
cost picture. For example, federal insurance may appear costless in its first
year, but when an insured event occurs, the budgetary impact can be
significant.

Improving
Sustainability and
Relevance of
Government for the
21% Century

Social Security and health programs dominate our fiscal future but they are
not the only reason to examine what government does and how it does it.
Difficult as it may seem to deal with the long-term challenges presented by
known demographic trends, policymakers must not only address these
entitlement programs but also reexamine other budgetary priorities in light
of the changing needs of this nation in the 21% century. Given the size of the
long-term gap it will be necessaty to work on several fronts at once.

There is also a need to reexamine existing programs, policies, and
activities. It is all too easy to accept “the base” as given and to subject only
new proposals to scrutiny and analysis. As we have discussed previously,!
many federal programs, policies, and activities—their goals, their
structures, and their processes—were designed decades ago to respond {0
earlier challenges. In previous testimony,? I noted that the norm should be
to reconsider the relevance or “fit” of any federal program, policy, or
activity in today’s world and for the future. Such a review might identify
programs that have proven to be outdated or persistently ineffective, or
alternatively could prompt appropriate updating and modernizing activities
through such actions as improving program targeting and efficiency,
consoldation, or reengineering of processes and operations. This includes
looking at a prograw's relationship to other programs.

Budgetir{g has been the primary process used to resolve the large number
of often-conflicting objectives that citizens seek to achieve through
government action. It provides an annual forum for a debate about

Y18, General Accounting Office, Budget Issues: Effective Oversight and Budget Discipline
are Essential—Even in o Time of Surplus, GAO/T-AIMD-00-73 {Washington, D.C.: Feb. 1,
2000) and U.S. General Accounting Office, Fudget Issues: Long-Term Fiscal Challenges,
GAO-0248TT (Washington, D.C.: Feb. 27, 2002).

213.8. General Accounting Office, Homeland Security: Chall and Strategies in
Addressing Short- and Long-Term National Needs, GAG-02-160T (Washington, D.C: Nov. 7,
2001), GAO/T-AIMD-00-73, and GAQ-02-467T.
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conpeting claims and new priorities. However, such a debate will be
needlessly constrained if only new proposals and activities are on the table.
A fundamental review of existing programs, policies, and operations can
create much-needed fiscal flexibility to address emerging needs by
ferreting out programs that have proven to be outdated, poorly targeted,
inefficient in their design and management, or superceded by other
programs. It is always easier to subject proposals for new activities or
programs 1o greater scrutiny than existing ones. It is easy to treat existing
activitles as “given” and force new proposals to compete only with each.
other. Such an approach would move the nation further from, rather than
nearer to, budgetary surpluses.

In looking forward it is important o reflect on how much things have

1ged. We have a fiduciary and stewardship responsibility to today’s and
tomorrow’s taxpayers to do so. For perspective, students who started
college this past fall were §-years old when the Soviet Union broke apart
and have no memory of the Cold War; they have always known
microcomptters and AIDS. We must strive fo maintain a governrent that is
effective and relevant to a changing society—a government that is'as free
as possible of outmoded commitments and operations that can
inappropriately encumber the future.

Debate about what government should do in the 21* century and how it
should do business is fundamental to achieving this objective. In rethinking
federal missions and strategies, it is important to examine not just spending
programs alone but the wide range of other tools the federal government
uses to address national objectives. These tools include direct loans and
loan guarantees, tax preferences (shown in the budget as tax
expenditures), and regulations. Sometimes these tools work at cross-
purposes. The outcomes achieved by these various tools are in a very real
sense highly interdependent and are predicated on the response by & wide
range of other actors—including other levels of goverroment and private
eraployers whose involvement has become more critical to the
implementaiion and achievement of federal policy objectives. These tools
differ in transparency~—spending programs are more visible than fax
preferences. The choice and design of these tools are critical in
determining whether and how these third parties will address federal
objectives. Any review of the base of existing policy should address this
broader picture of federal involvement. For example, in fiscal year 2000,
the federal health care and Medicare budget functions included $37 billion
in discretionary budget authority, $319 billion in entitlement outlays, $5
million in loan guarantees, and $91 billion in tax expenditures. (See fig. 3.}
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Figure 3: Relative Reliance on Policy Tools in the Health Care Budget Functions,
Fiscal Year 2000 ($447 billion in total spending}

20% Tax expenditures
8% Discretionary BA
72% Mandatory outlays

Note: Includes both the health and Medicare budget functions. Loan guarantees account for about $5
million, or about .001 percent, of the approximately $447 billion in total federal health care resources.

Source: Budget of the United States Government, FY 2001, Office of Management and Budget.

Public Education Is
Critical

Good information—which is more than just budget numbers—helps to
inform debate. This information, however, should be understandable not
only by government officials but also by the public.

Homeland security is a good example of both the need for public education.
and the challenges presented by changing priorities. Zero security risk is
not an attainable goal; proposals to reduce risk must be evaluated on
numerous dimensions—their dollar cost and their impact on other goals
and values. Decisions on the level of resources, the allocation of those
resources, and on how to balance security against other societal goals and
values are necessary. However, absent public information in
understandable form, related decisions may not be accepted. There will
always be disagreements on these issues, but public education and reliable
information move the debate to a more informed plane.
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Before the events of last September no one could have reasonably
anticipated the array of new and challenging demands on federal programs
and claims on future budgets for homeland security concems. These
compelling new budgetary claims illustrate the necessity of periodically
reexamining the base through a disciplined, performance-based process.
As you debate resources for homeland security—both how much and how
to allocate them—you will be making risk assessments; the initiatives
funded should be designed to achieve the most effective protection ata
reasonable and affordable cost. As you consider the portfolio of homeland
security programs for the future, the homeland security chall may also
provide a window of opportunity to rethink approaches to long-standing
problems and concerns. For example, we have previously noted’® the poor
coordination and inefficient use of resources that occur as a result of-
overlapping and duplicative food safety programs, but it is the potential
threat from bioterrorism that gives new meaning and urgency to this issue
and the interrelationship of related federal programs.

Finally, the challenges of financing the new homeland securily needs may
provide the necessary rapetus for a healthy reprioritization of federal
programs and goals. The current crisis might, for instance, warrant
reconsideration of the federal role in assisting state and local law
enforcement. Given the challenges associated with fighting terrorism, is it
still appropriate to involve the federal government in what have
traditionally been state and local law enforcement responsibilities?

The Role of
Performance
Budgeting

‘While this kind of oversight and reexamination is never easy, it is facilitated
by the availability of credible performance information focusing on the
outcomes achieved with budgetary resources. Performance-based
budgeting can help enhance the government’s capacity to assess competixyg
claims in the budget by arming budgetary decision makers with better
information on the results of both individual programs as well as entire
portfolios of tools and programs addressing coramon performance
ouicomes. Although not the answer to vexing resource trade-offs involvin
political choice, performance budgeting does promise to modify and
inform the agenda of guestions by shifting the focus of debates from inpw
to outcomes and results.

¥ GAO-02-467T.
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Over the last decade, the Congress enacted a statutory framework’ to
improve the performance and accourtzbility of the executive branch and to
enhance both executive branch and congressional decision making.
Through continued attention by the Congress and the executive branch,
some of the intended benefits of this framework are now beginning to
emerge.

GPRA expanded the supply of results-oriented performance information
generated by federal agencies. In the 10 years since GRPA was enacted,
agencies have improved the focus of their planning and the quality of their
performance information. However, developing credible information on
outcomes achieved through federal programs remains a work in progress,
as agencies struggle, for example, to define their contribution to cutcomes,
which in many cases are influenced only partially by federal funds. Linking
performance 1o budgeting raises the stakes associated with the measures
and performance goals developed by agencies, For performance datato
more fully inform resource allocations, decision makers must feel
comfortable with the appropriateness and accuracy of the outcome
information and measures presented-—i.e., that they are comprehensive
and valid indicators of a program'’s outcomes. Otherwise, decisions might
be guided by misleading or incoraplete information, which ultimately will
discourage the use of this information in resource allocations. GPRA was
premised on a cycle where measures and goals were established and
validated during a developmental period before they were subjected to the
crucible of the budget process. In working to strengthen the linkages
between resources and results, efforts across the federal establishment
must be redoubled to ensure that the measures used are grounded in a firm
analytic and empirical base, A way should be found to provide independent
assurance about both the choice of measures and the quality of the data
used.

In attempting to link resources to resulis, it also will be important to
measure the full costs of the resources associated with performance goals
using a consistent definition of costs between and among programs. In
looking ahead, the integration of reliable cost accounting data into budget
debates needs to become a key part of the performance budgeting agenda.

*11.8. General Accounting Office, Managing for Results: The Slatusory Framework for
Perfor Based ¥ and tity, GAG/AGGIVAIMD-08-52 (Washington,
D.C.: Jan. 28, 1998).
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Although clearly much more remains to be done, together, the GPRA and
Chief Financial Officers {CFO} Act initiatives have laid the foundation for
performance budgeting by establishing infrastniciures in the agencies to
improve the supply of information on performance and costs, Sustained
leadership attention will be required to build on this foundation. ln
addition, however, improving the supply of information is in and of itself
insufficient to sustain performance management and achieve real
improvements in management and program results. Rather, the improved
supply needs to be accompanied by a demand for that information by
decision makers and managers alike.

Integrating management issues with budgeting is absolutely critical for
progress in government performance and management. Recent history tells
us that management reforms of the past—Planning-Programming- _
Budgeting-System, Management by Objectives, and Zero-Base-Budgeting—
failed partly because they did not prove to be relevant to budget decision
makers in the executive branch or the Congress.® Such integration is
obviously important to ensuring that management initiatives obtain the
resource commitments and sustained cornmitment by agencies needed to
be successful. Moreover, the budget process is the only annual process in
the federal government where programs and activities come up for regular
review and reexamination. Thus there is a compelling need to ensure that
trade-offs are informed by reliable information on results and costs.
Ultimately, performance budgeting seeks to improve decision making by
increasing the understanding of the links between requested resources and
expected performance outcomes.

Although performance budgeting can reasonably be expected to change the
nature of resource debates, it is equally important to understand what it
cannot do. Previous management reforms have been doomed by inflated
and unrealistic expectations, so it is useful to be clear about current goals.
Performance budgeting can help shift the focus of budgetary debates and
oversight activities by changing the agenda of questions asked in these
processes. Performance information can help policymakers address a
number of questions such as whether programs are: contributing to their
stated goals, well-coordinated with related initiatives at the federal level or
elsewhere, and targeted to those most in need of services or benefits. it can

® For further information see U.S. General Accounting Office, Performance Budgeting: Past
Initintives Offer Insights for GPRA Implementation, GAO/AIMD-97-46 (Washington, D.C.:
Mar 27, 1997).
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also provide information on what outcomes are being achieved, whether
resource investments have benefits that exceed their costs, and whether
program managers have the requisite capacities to achieve promised
results.

However, performance budgeting should not be expected to provide the
answers 1o resource allocation questions in some automatic or formula-
driven process. Since budgeting is the allocation of resources, it involves
setting priorities—making choices anong competing claims. In its broadest
sense the budget debate is the place where competing claims and claimants
come together to decide how much of the government's scarce resources
will be allocated across many compelling national purposes. Performance
information is an important factor-—but only one factor and it cannot
substitute for difficult political choices. There will always be a debate
about the appropriate role for the federal government and the need for
various federal programs and policies-—and performance information
cannot setfle that debate. It can, however, help move the debate to amore
informed plane—one in which the focus is on competing claims and
priorities. In fact, it raises the stakes by shifting the focus to what really
matters—lives saved, children fed, successtul transitions to self-
sufficiency, individuals lifted out of poverty.

Tn this context, performance questions do not have a single budgetary
answer. Performance problems may well prorapt budget cuts or program
eliminations, bui they may also inspire enhanced investments and reforms
in program design and management if the program is deemed to be of
sufficiently high priority to the nation. Convexsely, even a program that is
found to be exceeding its performance expectations can be a candidate for
Pbudgetary cuts if it is a lower priority than other competing claims in the
process. The determination of priorities is a function of competing values
and interests that may be informed by performance information but also
reflects such factors as equity, unmet needs, and the appropriate role of the
federal government in addressing these needs.

How would “success” in performance budgeting be defined? Simply
increasing the supply of performance information is not enough. If the
information is not used—i.e,, if there is insutficient demand—the guality of
the information will deteriorate and the process either will become rote or
will wither away. However, for the reasons noted, the success of
performance budgeting cannot be measured merely by the number of
programs “killed" ora it of funding ch against
performance “grades.” Rather, success must be measured in terms of the
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quality of the discussion, the transparency of the information, the
meaningfulness of that information to key stakeholders, and how it is used
in the decision-making process. If members of the Congress and the
executive branch have better information about the link between resources
and results, they can make the trade-offs and choices cognizant of the
many and often competing claims on the federal fisc.

OMB’s Program Assessment
Rating Tool

‘While budget reviews have always involved discussions of program
performance, such discussions have not always been conducted ina
common langnage or with transparency. This year, however, OMB has
introduced a formal assessment too] into the deliberations. The PART—the
Program Assessment Rating Tool-is the ceptral element in the
performance budgeting piece of the President’s M Agend

‘The PART will be applied during the fiscal year 2004 budget cycle {0
“programs”® selected by OMB with input from and discussion with
agencies. The PART includes general questions in each of four broad topics
to which all prograins are subjectec: (1) program purpose and design,

(2) strategic planning, (3) program management, and (4) program results
(L.e., whether a program is meeting its long-term and annual goals). In
addition to the general guestions that apply to al, programs are subjected
o more specific questions depending on which of seven” mechanisms or
approaches are used for delivery. OMB arrives at a profile for each program
by reviewing information from budget submissions, agency strategic and
annual perforrance plans, program evaluations, and other sources. OMB
also makes an overall assessment whether the program is “effective” or
“ineffective,”

‘While the PART's progranvhy-program approzgch fits with OMB's agency-
by-agency budget reviews, it is not well-snited to addressing cross-cutting
issues or to looking at broad program areas in which several programs
address a common goal. Aithough the evaluation of programs in isolation
may be revealing, it is often critical to understand how each program fits
with a broader portfolio of tools and strategies to accomplish federal

¢There is no consistent definition for the term program, For purposes of the PART, the unit
of analysis (program) should have a discrete Jevel of fanding clearly associated with it.

* The seven major categories are corapetitive grants, block/formula grants, capitad assets
and service isition p credit latory-based divect
fedexal programs, and research and development programs.
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missions and performance goals. Such an anslysis is necessary to capture

hether a program cornpl ts and supports other related programs,
whether it is daplicative and redundant, or whether it actually works at
cross-purposes with other initiatives. In such areas as low-income housing
or health care, the outcomes achieved by federal policy are the result of the
interplay of a complex array of tools inclnding those on the spending side
of the budget as well as the tax code and regulations.

The PART does promise to build on GPRA by using the performance
information generated through the planning and reporting process to more
directly feed into budgetary decisions. Potentially, the PART can
complement GPRA’s focus on increasing the supply of credible
performance information by promoting the demand for this information in
the budget formudation process. The recoguition of the different types of
performance issues associated with different governmental tools is
important and refiects the key role that tocls play in shaping accountability
and results.

As with performance budgeting in general, no assessment tool can
magically resolve debates or answer questions. Rather, itislikelytobe a
useful screen to help identify programs for further evaluation, Ks greatest
contribution may furn out to be its use to focus discussions between OMB
and the agencies about a given agency’s progress towards planned
performance; about what progress has been made toward achieving
specific goals and objectives of a given prograrm or programs; and about
what tools and strategies might be used to bring about improvements,
‘Where the information provided is adequate, it has the potential to inform
budget decisions with respect to particular programs. It is possible that a
program may be a candidate for cuts or elimination—or for increases,
Howevey, these overall judgments will not define the process, For exampie,
the PART section on program management may illuminate ways in which
program operations could be improved. And the section on program design
may identify design changes that could increase effectiveness, such as
better targeting of existing funds. Using PART is likely to prompt a more
robust discussion on program priorities and achievements between OMB,
the agencies, and potentially with the Congress,

The PART also may increase the attention paid to evalnation and
performance information among federal agencies and third parties
involved with implementing federal initiatives, As the information
improves, it may become more useful to the Congress, especially to budget,
appropriations, and autherizing committees. To the extent that the

Page 14 GAO-02-1106T
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assessment is an important factor in resource allocations, agencies are
likely to increase the attention given to evaluation and the gathering and
reporting of performance information. The fact that a program’s PART
score suffers from the absence of information may provide added irapetus
for agencies to enhance their evaluation and information-gathering
capabilities. As with other management reforms, it will be important that
initiatives such as PART be sustained over time if they ave to be taken
sexiously by both agencies and the Congress.

At.the sams time, the PART contains inherent limitations. These will not be
in-depth evaluations, and evidence suggests that information for many
programs will be incomplete. While no assessment tool can provide
definitive answers to the question “should we continue this activity,” at the
initial stage PART is likely to raise questions—that is, point 10 the need for
further inguiry and analysis—rather than provide definitive answers. The
profiles of a program across each section of the instrament ave likely to be
more informative than the total scores across the entive instrument.
Cantion should be taken in relying on “bottom line” judgments or ratings
for programs with multiple performance goals and mixed performance
records.

Further, the achievement of federal/national policy goals often depends on
the actions not only of the federal government but also of other levels of
government and/or nongovernmental actors. GPRA required the President
to prepare and submit to the Congress a governmentwide performance
plan to highlight broader cross-cutting missions. Unfortunately, this was
not dene in the President’s fiseal year 2003 budget; we hope that the
President’s upcoming fiscal year 2004 budget does include such a plan.

Over time the usefulness of PART will depend on what follows the initial
screens: how the results are pursved; whether the scope is broadened to
cover more tools; whether a cross-cutting approach Is employed; and
improvements in evaluative, performance, and cost information on key
programs. Ultimately, success will be measured by how the results of the
more extensive analyses affect the resource allocation process and budget
decisions over time.

Performance Information
Requirements and
Evaluation Capacity

‘The basis for the effective application of the rating tool is the foundation of
performance and evaluation information on federal programs. The gaps
and weaknesses identified by the PART review exercise may help pinpoint

Page 35 GADD2-1108T
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aspects of the federal evaluation infrastructure that need to be
strengthened.

By highlighting available information on program performance, OMB’s
rating tool should promote discussions of both what is known and what is
not known sbout a program’s performance. Under GPRA, agencies
expanded their store of data on program achieverments and associated
benefits for the American people. While this is necessary, it is not sufficient
1o answer all key questions about program effectiveness. Many programs
are designed to be one part of a broader effort, working alongside other
federal, state, Jocal, nonprofit, and private initiatives to promote particular
outcomes. Although information on the outcomes associated with o
particular program may be collected, it is often difficult fo isolate 2
particular program’s coniribution to those outcomes. Moreover, some
desired outcomes take years to achieve; tracking progress on an annual
basis may be difficult. Additionally, where federal program responsibility
has devolved to the states, federal agencies’ ability to influence program
outcomes diminishes. At the same time, dependence on states and others
for data with which to evaluate programs grows. The PART may be used to
facilitate this kind of cross-cutting perspeetive. After prograras have been
fittered through the PART process, progrars could be grouped Into related
categories for further evalnation in a more holistic fashion. Further
understanding of these performance issues requires an in-depth evaluation
of the factors contributing to the program results. Targeted evaluation
studies can also be specifically designed to detect important program side
effects or to assess the comparative advantages of current programs i
alternative strategies for achieving a program’s goals.

Unfortunately, there is reason to be concerned about the capacity of federal
agencies to produce evaluations of their programs’ effectiveness. Many
program evaluation offices are small, have other responsibilities, and
produce only a few effectiveness studies annually. Even where the value of
evaluations is recognized, they may not be considered a funding priority.
Agencies siruggled in the first years of performance reporting to provide
measures of the outcomes of their program activities. Many have failed to
address known weaknesses in the quality of their performance data, Our
work® has shown that ic program evaluati and units

SUS. General Accounting Office, Program Bvaluation: Agencies Challenged by New
Demund for Information on Program Results, GAO/GGD-98-53 (Washington, D.C., Apr. 24,
1998),

Page 16 GAO-02-1106T
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responsible for producing them--have been concentraied in a fow
agerncies. Although many federal programs attempt to influence complex
systeras or events outside the imumediate control of government, few
studies deployed the rigorous research methods required fo atiribute
changes in underlying outcomes to program activities.

Increased evaluation capacity may require more resources, but over the
longer term, failing to discover and correct performance problems ean be
much maore cosily. Therefore, the question of investment in improved
evaluation capacity is one that must be considered in budget deliberations
both within the executive branch and in the Congress,

More broadly, Mr. Chairman and Madar Chair, such investments need to
be viewed as part of a broader initiative to improve the accountability and
managerment capacity of federal agencies and programs. The federal
government needs to undergo a transformation to meet the performance
expectations of the American public, Such an effort requires fundainental
shifis in current human capital policies, organizational structures,
governmental tools, and performance and financial accountability
approaches,

Congressional
Oversight Is Necessary
to Achieve Results

Fifty years of past efforts to link resowrees with results has shown that any
successful effort must invelve the Congress as a partner In fact, the
administration acknowledged that performance and accountability are
shared responsibilities that must involve the Congress, It will oxly be
through the cortinued attention of the Congress, the administration, and
federal agencies that progress can be sustained and, more importantly,
accelerated, The Congress has, in effect, served as the institutional
champion for many previous performance management initiatives, sach ag
GPRA and the CFO Act, by providing a consistent focus for oversight and
reinforcement of important policies. Ultimately, the success of the PART
initiative will be reflected in whether and how the Congress uses the results
of these reviews in the congressional budget, appropriations, authotization,
and oversight processes. As a key user, the Cangress also needs to be
considered a pariner in shaping the PART review process at the outset.

More generally, effective congressional oversight can help improve federal
performance by examining the program structures agencies use o deliver
products and services to ensure that the best, most cost-effective mix of
strategies is in place to meet agency and national goals. As part of this

Page 17 GAQ02-1106T
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oversight, the Congress should consider the associated policy,
management, and policy implications of cross-cutting programs.

Given this environment, the Congress should also consider the need for
mechanisms that allow it to more systematically focus its oversight on
problems with the most serious and systemic weaknesses and risks. At
present, the Congress has no direct mechanism to provide a congressional
perspective on governmentwide performance issues. The Congress has no
established mechanism to articulate performance goals for the broad
missions of government, to assess alternative strategies that offer the most
promise for achieving these goals, or to define an oversight agenda targeted
on the most pressing cross-cutting performance and management issues.
The Congress might consider whether a more structured oversight -
mechanism is needed o permit a coordinated congressional perspective on
governmentwide performance matters. Such a process might also facilitate
congressional input into the OMB PART initiative. For example, although
the selection of programs and areas for review is ultimately the President’s
decision, such choices might be informed and shaped by congressional
views and perspectives on performance issues.

One possible approach would involve developing a congressional
performance resolution identifying the key oversight and performance
goals that the Congress wishes to set for its own committees and for the
government as a whole. Such a resolution could be developed by modifying
the current congressional budget resolution, which is already organized by
budget function. Initially, this may involve collecting the “views and
estimates” of authorization and appropriations committees on priority
performance issues for programs under their jurisdiction and working with
such cross-cutting committees as the House Committee on Governmental
Reform and the House Cormnmittee on Rules. Obviously, a “congressional
performance resolution” linked to the budget resolution is only one
approach to achieve the objective of enhancing congressional oversight,
but regardless of the approach taken, the Congress should assess whether
its current structures and processes are adequate to take full advantage of
the benefits arising from the reform agenda under way in the executive
branch. Ultimately, what is important is not the specific approach or
process, but rather the intended result of helping the Congress better
promote improved fiscal, management, and program performance through
broad and comprehensive oversight and deliberation.

Page 18 GAO-02-1106T
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Concluding
Observations

Broad and periodic reexamination of federal gnvernment priorities,
programs, and activities is an important responsibility of both the Congress
and the executive branch to maintain the public’s confidence in
government and to ensure the government’s capacity to deliver on its
promises and meet current and emerging needs. However, effective
oversight is difficult work. It requires taking a hard look at existing
programs and carefully reconsidering the goals those programs were
intended to address—and whether those goals are still valid, It involves
analyeing the effectiveness of programs and seeking out the reasons for
suceess or failure. It involves navigating through the maze of federal
programs and activities, in which multiple agencies may operate many
different programs o address often common or complementary objectives.

However, the task of revising and reforming current programs and
activities that may no longer be needed or that do not perform well is
fraught with difficulties and leads to real “winners” and “Josers.”
Nowwithstanding demonstrated weaknesses in program design and
shortfalls in program results, there often seems to be little “low hanging
fruit” in the federal budget. In fact, some argue that because some
programs are already “in the base” in budgetary terms, they have a
significant advantage over rew initiatives and new demands.

This is an opportune time for the executive branch and the Congress to
carefully consider how agencies and committees can best take advantage
of and leverage the new information and perspectives coming frorm the
reform agenda underway in the executive branch. Prudent stewardship of
our nation’s resources—whether in time of deficit or surpius—is essential
not ondy 1o mect today's nceds but also for us to deliver our promises and
address future needs.

This concludes my prepared statement. I would be pleased to answer any
questions you or the other members of the Committees may have at this
time.

Contacts

(4501693

For future contacts regarding this testimony, please call Paul L. Posner,
Managing Director, Federal Budget Issues, at (202) 512-8573.

Page 19 GAO-02-1106T
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Mr. HoORN. I will now yield to Mrs. Schakowsky. She has also
participation in another committee, I believe; and then we will—

Ms. ScHAKOWSKY. Thank you, Mr. Chairman; and I thank the
witnesses for their participation today.

As one of our witnesses points out, the primary result of the Re-
sults Act has been deforestation. Agencies produce glossy reports
full of performance goals and little changes. These goals are often
so general that they’re meaningless. One agency had as a perform-
ance goal to complete its plans for work to be done in the following
year. For another project, the goal was to achieve a customer satis-
faction rating of 80 percent.

I share the concerns that these performance measures are not
achieving the intentions of the legislation. However, I am not sure
that linking vague measures to the budget process will achieve bet-
ter government, and I have strong concerns about the objective of
that process.

It 1s all well and good to hold hearings to talk about accountabil-
ity in the budget process. It is particularly important at a time
when the country is faced with a crisis in corporate responsibility.
However, we have to make sure that this is not an effort to single
out programs that are political targets like welfare and public sup-
port programs.

It was interesting to me in the charts that you presented that So-
cial Security, Medicare, Medicaid, health care were mentioned. It
must not be an effort to go after the low-hanging fruit and not go
after the really bad actors that waste billions. If we don’t clean up
the financial management at the Department of Defense, which
this subcommittee has had numerous hearings about, then all of
the rest of this is a wasted effort.

The newspapers continue to be full of stories of the accounting
failures at Enron, WorldCom and Tyco. There are still stories about
document shredding at Arthur Andersen. For years we have asked
the Government to behave more like business, and I'm afraid the
Department of Defense chose the wrong models.

Last year, the Inspector General reported that the Defense De-
partment had $1.2 trillion in expenditures that could not properly
be accounted for in the annual audit. The GAO has repeatedly tes-
tified that the failure of the Defense Department to be able to audit
its books is what is keeping the entire Government from being able
to have a clean audit.

A few weeks ago, Representative Shays and I held a hearing
where it was revealed that the Department of Defense was selling
surplus chemical production suits on the Internet for $3. At the
same time, it was purchasing those same suits from the manufac-
turer for $200.

Mr. Horn and I have held hearing after hearing documenting the
waste, fraud and abuse of Government credit cards throughout the
Department of Defense. In one of our first hearings on credit cards,
the GAO testified that the Navy policy was to not inventory items
that are easily stolen. Quite frankly, I found that hard to believe.

At our July hearing, I asked Dee Lee to explain the policy. She
said, “the policy was always that sensitive property should be re-
corded and tracked.” The Navy, however, continues to argue that
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Palm Pilots and digital cameras don’t have to go on an inventory
list. I guess the Navy performance goal is buy, buy, buy.

If the performance measure was balancing the books, the Depart-
ment of Defense would fail. If the performance measure was ac-
counting for property, the Department of Defense would fail. If the
performance measure was responsible management of procurement
through Government credit cards, the Department of Defense
would fail.

At the same time, DOD is instituting an entirely new procure-
ment system that eliminates goals entirely in the guise of reform.
DOD will no longer lay out requirements that weapons systems
have to meet, let alone time lines by which they have to meet
them. Indeed, the Department of Defense will allow weapons pro-
grams to build whatever they can. Then every 2 years or so DOD
will check in to see whether the technology has matured enough to
deploy something. That is what the Pentagon is doing with missile
defense, and it has resulted in a giant slush fund with absolutely
no accountability. This is the model DOD wants to copy for all of
the programs.

I am pleased that missile defense is one of the programs on the
list today. However, I am surprised.

In July, Thomas Christie, Director of Test and Evaluation for the
missile defense program, testified before one of our subcommittees
that there are no objective measures against which the missile de-
fense program will be judged. This is a $8 billion a year program
with no objective performance measures.

This morning, the Defense News reported that Secretary Rums-
feld was developing a plan to streamline the legislative require-
ments on the Defense Department to make the Department more
efficient. Notably absent from this plan were any specifics on im-
proving accountability at the Department.

I remain skeptical about linking vague measures of performance
to the budget process. However, if Congress is to be convinced that
this administration is serious about management accountability, it
can be done by cleaning up the mess at DOD.

Some criticize as unpatriotic those who are questioning blanket
budget increases for the DOD during a time of war. I believe just
the opposite is true. Those who refuse to hold the Defense Depart-
ment accountable are endangering the safety of the men and
women who risk their lives to protect us and endangering the very
safety of each and every one of us and our constituents in this
country.

Thank you, Mr. Chairman.

Mr. HORN. I thank the gentlelady from Illinois.

We will now have the testimony of Mr. Daniels, and I think, as
you know, this is an investigating committee, so we do ask you to
affirm the oath.

[Witness sworn.]

Mr. HORN. We are delighted to have you here, and please pro-
ceed in any way you'd like.
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STATEMENT OF MITCHELL E. DANIELS, JR., DIRECTOR,
OFFICE OF MANAGEMENT AND BUDGET

Mr. DANIELS. The way I would like, I would guess, is the way
the committee would like, that’s that I will be very brief. I've sub-
mitted written testimony. Let me just summarize it quickly for you,
Mr. Chairman.

I do want to start by sincerely thanking this committee for pay-
ing attention to a subject that’s been paid too little attention, I
would say, by the Congress in the aggregate over time and for
holding this particular hearing. Sometimes these occasions are bur-
dens, and then sometimes they’re really very welcome, and this is
in the latter category, and I cannot salute you enough for, as I say,
devoting your time to a subject that many would prefer to ignore.

I think I can sum up in plain English the subject that brings us
together and the approach that the administration has embarked
on to address it. For far too long, the only questions that we
seemed to address as spending is enacted year on year is how
much, and never how well, is the money being spent.

Several brave Members of Congress and innovative Members of
Congress, some years back, bothered by this, passed a statute and
some related measures that did attempt to inaugurate an era of ac-
countability, to demand proof of performance as a condition for con-
tinued spending, let alone increased spending. But, after 10 years,
we find that the ambitions of that legislation had not been realized
or really even, I would say, approached.

We've taken it very seriously. We promised the Congress at the
time this administration came to office that we would, and the spe-
cific subject on which you summoned us here today is the mani-
festation, or the latest, of our seriousness of purpose. Very simply,
we believe that it’s time to put the burden of proof for Government
spending where it should be, on the proponent of each dollar that
should be spent.

Frankly, here in Washington, and only here, the burden is al-
most always on the person who would challenge the embedded base
of spending, to which the Comptroller General referred. In all my
years in business, I was always on the hot seat in proposing to my
colleagues and to a board of directors spending for a given fiscal
year, first to prove that the dollars my unit had spent in the past
had realized the appropriate results, the required rate of return;
and only having proven that did I have standing to ask for that
money again, let alone an increase. That’s the way the world works
and the way one day we hope it will work here.

The principles on which we are operating again are very, very
simple. They are transparency and visibility and accountability.

In terms of transparency, we hope to elevate and to publish in
the budget, in all future budgets, measures of results, done as
credibly and openly as we can. The instrument that we have used,
we assigned some of the best people in OMB to work on this. We've
called on outside academic and past practitioners from administra-
tions of both parties to help us. We feel an obligation that the
measures being employed be nonideological, be neutral, be objec-
tive, be based on the best evidence available, which everyone
knows is still in most cases far too imperfect.
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But we're only after one answer, and that is, does a given pro-
gram or activity work or not? To what extent does it deliver on the
purposes Congress determined were in the public interest?

There’s a separate argument that quite properly goes on about
whether a given activity should be undertaken at all, but we want
to separate that argument and leave it for its proper place in the
political arena and focus on the question, if Congress has decided
that a given activity should occur, is it being done well or not? It
has always seemed to me that this ought to be a quest that people
of all ideologies could embrace. Those who believe that Government
ought to be more limited than it is, I guess not surprisingly, would
want to put programs under close scrutiny. But those who sincerely
believe in a more activist role for Government, I would think,
would be the most offended of all to find money being spent poorly
t(])o 1achieve a given purpose, when there were better options avail-
able.

So we hope this is something we can unite around, and we thank
this committee for its past work and its current attention to a sub-
ject that—about which we feel great excitement and to which we
feel great commitment.

[The prepared statement of Mr. Daniels follows:]
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Testimony of
Mitchell E. Daniels, Jr.
Director
Office of Management and Budget
Before the
House Subcommittee on Government Efficiency, Financial Management
and Intergovernmental Relations
and the
Honse Subcommittee on Legislative and Budget Process

September 19, 2002

T am pleased to appear before both Subcommittees today to discuss an issue that is
important to the President and to the taxpayers — linking funding for programs to results.
The President believes citizens bave a right to expect a government that works. He made
performance a key part of his Management Agenda.

For some time, Congress also has recognized the importance of this issue. Almost 10
years ago, it passed the Government Performance and Results Act. This hearing shows
that Congress, like the Administration, remains committed to taking the next step toward
better performance in government.

We all agree that basing funding decisions for Federal programs on performance makes
sense. It is ironic that tying spending decisions to program performance is viewed by
some as something new, that the Administration even had to establish an initiative for
such a basic element of good government. In business, the burden of proof is propetly
on the requester of funds to show what the expected results will be, and later, to produce
them. In family life, for that matter, most children seeking an allowance from their
parents know that they will be doing chores in return.

Somehow, the standard for government has been different. The expectation is that
programs will get additional funds almost automatically. “How much?” is the question
asked, instead of “How well?” Our efforts to integrate budget and performance shift the
burden of proof to those who request taxpayer dollars, and not just for "additional” funds,
but all funds.

I see this as a common sense idea upon which people of different philosophies should
agree. For those who think that government does too much, costs too much, and is too
big, basing funding on results makes sense. But those who believe government should be
more active, should have greater influence on people's lives, also should want resources
invested in programs that produce results.

The challenge is putting results-oriented government into practice. T am here today to tell
you about the Program Assessment Rating Tool, or PART -- one practical way the
Administration is making results matter. For the FY 2004 Budget we are using the PART
to rate over 200 Federal programs, representing over 20 percent of Federal funding. Over
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time, we will build toward rating all programs every year.
GPRA Has Not Lived Up to Its Legislative Intent

Nearly 10 years have passed since the Government Performance and Results Act (GPRA)
was enacted. Agencies spend an inordinate amount of time preparing reporis to comply
with it, producing volumes of information of questionable value. If one were to stack up
all the GPRA documents produced for Congress last year, the pile would measure over a
yard high. A policy-maker would need to wade through reams of paper to find a few
kemels of useful information.

Even with GPRA, accounting for performance when making budget decisions is
unfortunately the exception, not the rule. The implementation of this important law has
gone astray.

As a result, the Administration has decided to take GPRA in a new direction. Program
ratings have been linked to the budget and, in fact, will be an integral part of the FY 2004
budget process. Programs with sirong performance will receive higher scores on the
PART. Those found lacking will receive lower scores.

Program Ratings in the FY 2003 Budget

The evaluation process started with FY 2003 Budget which broke new ground ina
nmumber of ways. Most apparent, perhaps, was the change in presentation. We set out to
make the Budget a document for public consumption, as it should be. We included more
graphics than in the past, but more important, the aim was to present information that
~would interest readers by showing them how their tax dollars were being used. The FY
2003 Budget began to shift the emphasis to accountability. It did this most visibly in two
ways: (1) with the scorecard for the President’s Management Agenda; and (2) by
including performance assessments for selected programs.

For each agency, the Budget included a table listing selected programs with an
assessment of the program’s effectiveness and a brief explanation of the assessment.
While these ratings were based on OMB staff’s knowledge of the programs and their
professional judgment, they weren’t systematic. Still, there were numerous instances in
which funding decisions were motivated primarily on achieving demonstrated results.
Some examples from the FY 2003 Budget include: :

« For the Department of Interior, funds were shified from the National Fish
Hatchery system, a program that lacks clear direction and adequate performance
measures to the National Wildlife Refuge System, a program that effectively
balances species conservation with public access.

» Inthe Department of Energy, funds from the Concentrating Solar power program
were transferred to the Solar Building Technology Research program, because the
latter showed promise for lowering the cost of solar water heating and developing
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a zero net energy home, while the price tag for the former still cannot compete
with conventional energy sources.

¢ Despite wide variation among states, overall vocational rehabilitation
performance has improved in recent years, so the President's Budget includes a
new $30 million incentive grant program in the Department of Education for state
vocational rehabilitation agencies able to demonstrate their ability to help people
with disabilities get jobs.

These program ratings represented a major step toward increasing accountability for
taxpayer dollars and creating the results-oriented government envisioned by the
President,

Improving the Assessments for FY 2004

Shortly after the release of the FY 2003 Budget, we set out to strengthen our process for
assessing the effectivencss of programs by making it more rigorous, systematic, and
transparent. This last issue was particularly important. A process was developed that
would vield sound ratings and make them available for public scrutiny, Working with
agencies, a wide range of programs were selected to assess in the first year, including
some Presidential priorities, programs of different sizes, and both high and low
performers.

Testing and Vetting the PART

OMB staff developed a blueprint for rating prograrms that was tested internally this
spring on 67 programs. This practical experience helped us determine how the tool could
be refined to make it more useful to the budget process and to drive improvements in
performance.

OMB staff conducted extensive outreach and solicited input from interested parties both
inside and outside the Federal government. They presented the PART to various groups,
including the National Academy of Public Administration, the General Accounting
Office, and Congressional staff.

For example, the National Academy of Public Administration (NAPA) convened a
workshop o review a completed rating for a program and provide feedback on the
process overall. NAPA assembled a panel of program experts to evaluate how accurate
the rating was in light of their extensive program knowledge.

Outreach sessions informed people about these activities, and provided a forum to receive
useful input. From the outset, all PART materials have been available on the OMB
website,
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Executive branch agencies have acted as partners throughout this effort, and a great deal
of the work has been devoted to maintaining a strong partnership with them. The PART
was vetted through the President’s Management Council, which offered several
constructive suggestions. Although it was not a requirement for the first year, some
agencies began using the PART to assess programs for their internal budget processes.

A consensus has developed that the PART has favorable prospects for focusing attention
on performance and results.

Performance Measurement Advisory Council

OMB also established the Performance Measurement Advisory Council (PMAC).
Chaired by Mort Downey, former Deputy Secretary of Transportation under the Clinton
Administration who is testifying here today, this group of six outside experts provides
advice on budget and performance integration. In its first two meetings, the PMAC has
reviewed and provided suggestions on various aspects of the program assessment rating
process, as well as how performance information will be presented in the Budget.

How the PART Works

The PART asks common sense questions that program managers and budget analysts
should raise in their normal course of work, and then it generates scores based on the
answers. Answers must be supported by an explanation and evidence with the intent of
making the ratings objective and impartial.

The PART examines different aspects of program performance to develop a
comprehensive rating. Achievement of programmatic goals is central to the rating and
half of the score. The PART also looks at efficiency and other management issues which
are not typically highlighted by agencies.

While the PART generates a numeric score, there is no pretense that the score represents
a precise calibration of performance. Numeric scores, though, do allow for comparisons
from year to year, and they will allow us to measure improvement and determine if our
attempts to improve performance are working. We are still considering various options
for how this information will be presented in the Budget, but these ratings will be
disclosed in conjunction with the FY 2004 Budget.

We recognize that some amount of subjectivity is inevitable when completing a program
rating. To minimize subjectivity, we prepared detailed guidance and conducted training
on the PART, We are also convening an interagency group to review a sample of PARTSs
to ensure consistent application of the rating criteria.

The PART and Budget Decisions
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Some fear that the PART scores will translate mechanistically into proposed funding
levels. The PART will enrich budget analysis, not supplant it. Economic conditions,
programmatic trends, national needs and interests, and other factors must always be
considered along with performance when developing a budget.

Nonetheless, completing these program assessments will assist the development of
budget recommendations in numerous ways:

e Highlight areas that deserve management attention. What we have learned so
far from our testing of the PART is that the program assessment shines a spotlight
on areas of weak management. The PARTs should help identify areas that require
attention in agencies' planned actions to achieve the goals of the President's
Management Agenda.

o Inform resource allocations among competing programs. Completion of the
PART will make it easier to make comparisons between similar programs, so that
informed decisions can be made to fund those programs that work versus those
that don’t.

o Increase accountability for taxpayer dollars. Putting the PART into effect will
permit objective comparison of performance from year to year.  If resources are
invested to fix a problem with a program and a couple of years later there still is
no improvement in the PART score, it’s advisable to rethink the investment.

Long-Term Outlock

This year, 20 percent of Federal programs will be rated, with plaus to build up over a
period of about five years to assessing all Federal programs each year. Next year
agencies will have greater opportunities to evaluate their programs and use the
information to build their budget submissions to OMB.

Changes already have been noted as a result of the program assessments. For example,
the PART has begun to attract greater attention to results among top agency officials. It
also has renewed attention inside the agencies to the benefits of good performance
measures. Most of the effort in completing the PART requires extensive collaboration
between OMB and agencies to identify worthwhile resuits.

Through the Budget and Performance Integration Initiative, the Administration has taken
significant steps to improve the performance of Federal programs. Congress intended
these goals to be achieved when it enacted GPRA, and we look to move toward results in
the near term.
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Mr. HOrRN. We're going to have a couple of votes pretty soon, so
let me get a couple of paragraphs in and maybe see how we re-
spond to it.

In both Senator Thompson’s statement and my own over the var-
ious years are the following: that every good, well-managed cor-
poration, and the same for a university, that they take their execu-
tives and their boards out to a retreat to start saying, look, what
are we doing here and how do we deal with it. Management prob-
lems come up, and that’s certainly helpful.

I would hope that we would have Presidential appointees such as
the Director of OMB and the, say, Deputy Secretary of a particular
agency or a Cabinet officer, him or her, and we need to have the
Presidential appointees connected with the authorization commit-
tees, the appropriations committees, where they can sit around and
then see what ought to be done. Some of it can be done in open
things, and some they ought to just get off in the woods and say
let’s really deal with this problem. And I would hope that the
President’s appointees would be matched by the elected officials to
Congress in the Senate and the House, and they can discuss and
talk about deadbeat programs that they all know they have in
some of these various committees.

I would hope that there would be that connection and not just
say, oh, well, here, let the staff do it, and—either OMB or up here.
No. Let’s get the person that has the authority, either of the Presi-
dent of the United States or the people of the United States. So—
and the Comptroller General has—at the beginning of every single
Congress, a sort of red light book, I call it, even though they’re nice
and blue and white. But the fact is that they are right on the mark
in terms of certain problems we ought to face up to here at this
end of Pennsylvania Avenue and there at that stage.

I was delighted when you put in that management booklet. And
even if the Xeroxes didn’t quite say which was yellow and green
and what not, it showed you were very frugal in terms of your
Xerox machines because the Armed Forces around here are in rain-
bow’s colors and all the rest. So we sort of laugh about that a little.
But it does make a point. And so the Rules Committee is the ones
that they can help do it.

Now, my biggest supporter here in the Congress was the major-
ity leader, Mr. Armey, and he was very supportive of all the bits
and pieces of hearings; and we don’t know who the next majority
or minority will be. But whoever they are, they ought to deal with
this; and if you've got better ideas, I'm all for them. I would like
to leave them to the Rules Committee.

Mrs. Pryce is the chairman of the Rules Subcommittee on Legis-
lative and Budget Process, and I would think that—and if you
want to comment on this, Deborah, that we just—we need to have
some of the system, shall we say, of both ends of the town and both
end?1 of the Capitol. So I don’t know if you want to say something
on this.

Ms. PrYCE. Well, thank you, Mr. Chairman. I'm basically here to
learn about this and to see where we can take it as a part of our
Rules Committee package, if anywhere, and it’s something that I
think this committee has looked at more thoroughly than we have
in Rules. So I appreciate the testimony of the gentlemen and won-
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der if you might share for me how you—either one of you—how you
believe we could—what troubles you would see us having if we try
to implement this: where we would start? Where it would go? How
much resistance there would be? And the pitfalls that we would
face along the way, if you have given that any consideration.

Mr. DANIELS. Ultimately, of course, the effectiveness of this en-
deavor rests on the seriousness with which Congress in its spend-
ing functions views the findings that are produced. That starts
with having well-grounded findings, as I said, a neutral way of
measuring and the best information, demanding better—ever bet-
ter information from the departments.

Again, I think there is a burden of proof issue here. The depart-
ments have to understand that the absence of information is their
problem. If they can’t prove their case, then they ought—their fu-
ture—our future budget proposals and hopefully Congress’s reac-
tion to them will be a skeptical one. So the first burden I think is
on the administration to hold itself to high standards, to improve
the quality of data that is produced and measured and to present
it in a neutral and credible way to the Congress.

That still leaves the largest question, will anybody care? Will
proponents of a program, those with pride of authorship or an emo-
tional attachment, care at all that their pride and joy isn’t deliver-
ing what they hoped it would or what they intended? And our only
answer to that will be ever greater visibility. Visibility matters, we
find, Ms. Pryce.

In a related accountability step to which the chairman made ref-
erence, we are grading our departments on their management, ev-
eryday management of their problem areas. In fact, some of these
problem areas are drawn from the general watch list that you re-
ferred to and we found has a remarkably tonic effect in terms of
the attention of management and the seriousness with which they
view these problems, that somebody’s keeping score and somebody’s
watching in the world. Someone out there might notice that they're
doing a poor job.

Ms. Schakowsky is now gone, but I agree completely with her
view about the importance of management at the Defense Depart-
ment. They got a very red report card because the problems she’s
talking about are very real and we see them the same way. So in
just that way, I'm hoping that as we systematically begin to ana-
lyze and report on the performance of specific programs and activi-
ties that those responsible for those programs will work harder to
improve their performance and the data that proves their perform-
ance and, finally, that Members of Congress will find it inconven-
ient or uncomfortable or awkward to vote year after year for more
money, more money, more money for a program that’s demon-
strably failing.

Mr. HORN. General.

Mr. WALKER. Thank you, Mr. Chairman.

First, I think both the Congress and the administration have a
responsibility to be focused on linking resources with results. I
think we have provided some fairly compelling graphics as to why
the status quo is unsustainable. We need to start looking at the
base. That means in the appropriations process, that means in the
authorization process, and the oversight process as well.
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In our testimony we lay out the idea that the Congress may want
to consider having a performance resolution. It may want to have
a set of principles and decide that there are certain types of areas
or functions or activities that it would like to single out to focus
on.
The administration is using the PART process as a tool to try to
be able to help further progress in the area of linking resources to
results; and I think it’s appropriate that the executive branch, you
know, take the lead to do this in a comprehensive manner. That’s
part of what management is all about. That’s part of the reason
why you have OMB to link the management with resource alloca-
tion decisions.

I think it is also going to be important if the executive branch
is going to be making recommendations to the Congress, the Con-
gress will need to have a reasonable degree of assurance as to the
credibility of the data, the methods, the analysis, and the basis for
the recommendations. The Congress at some point in time may
want GAO to be involved in doing related reviews; and, obviously,
if you do, we’re happy to work in that direction.

I also think that, as Mitch alluded to, one of the things that I
have said quite frequently is you’ve got to have three things to
make any system, program or policy work effectively.

First, incentives for people to do the right thing. Incentives are
inherent in linking resources to results. If it has consequences on
resources, I mean, that is an incentive. In other words, we want
you to accomplish certain objectives; and if you don’t accomplish
certain objectives then you know it is going to have a negative con-
sequence. It’s not just linking resources to results. It’s also tying
agency and individual performance measurement rewards systems
to those desired results, too. So it’s the budget process, but it’s also
the individual performance appraisal process as well. It goes down
to that level of people and Government has not done that in the
past.

The second thing is transparency, to show that somebody’s
watching and to provide an incentive for people to do the right
thing, which Mitch talked about.

And the third thing you have to have, and the Congress has a
critically important role to play here, is accountability. If the right
thing is not done, if the results aren’t achieved, if the resources
aren’t used judiciously and prudently, then there has to be a con-
sequence. And if you don’t have that, then people are going to ig-
nore you. They’ll just absolutely ignore you. And it doesn’t matter
whether it’s in the public sector, private sector, not-for-profit sector.

So incentives, transparency and accountability. Linking resources
to results is one step. But we also have to deal with the human
capital dimension, which involves performance appraisal systems
and other actions.

Mr. HORN. Would you like to add anything, Director?

Mr. DANIELS. No, it’s well said.

Ms. PRYCE. Mr. Chairman, may I just ask—you talk about con-
sequences. Do you have anything in mind other than monetary con-
sequences, budgetary consequences, or is that what you’re referring
to? I mean, do you have other thoughts?
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Mr. WALKER. I think there can and should be consequences to a
program. There should be consequences to the departments and
agencies, and there should be consequences to individuals as well.
Obviously, to the extent that you link it from a monetary stand-
point, it is going to have an effect on how much resources you're
going to be given or not given. It is going to have an impact on how
much of a raise you're going to receive or bonus you’re going to re-
ceive or not receive. In time it could be that if appropriate steps
aren’t taken, there would be a consequence as to whether or not
the program continues or the policy continues in total or in part.

While OMB is from a conceptual standpoint doing a very good
thing by trying to look at these programs, on the spending side, I
think it’s important we don’t forget about tax preferences. There’s
a tremendous amount of money involved in tax preferences. What
are we getting for those? Like, for example, the health care pref-
erence.

In some cases, I would argue the incentives that are being pro-
vided on the tax side and the spending side are working at cross
purposes. Theyre not well aligned, and they exacerbate our prob-
lem, and I will be happy at some point in time to elaborate on that,
if you want.

Mr. DANIELS. And I would chime in, if I may. I think that, first
of all, ultimately there should and will need to be consequences for
managers who fail to deliver. And that happens all too rarely. Now,
some harsh things were said; and, as I've indicated, I agree with
most of them about the Department of Defense. But a captain who
runs a ship aground will suffer immediate consequences, and
throughout that branch of our Government it’s not at all unusual
for failures of performance to result rather quickly in sanctions
and, conversely, great success to be rewarded. That happens very
rarely in most of the rest of the Government, and that will need
to be part of the picture ultimately.

I also agree about tax expenditures. The only thing I want to say
about this is that it is going to be a long journey, and we’ve tried
to start where we thought it was most practical to. We certainly
agree in theory that as soon as we can we want them moved to all
the programmatic activity and ultimately to the things like tax ex-
penditures. We chose—we tried to be selective in this first year in
identifying those activities that were most susceptible to measure-
ment, and we’ll value the committees’ and the whole Congress’
input as we try to make that process better next year than it was
this.

Mr. HORN. You know this, and the General knows this, but let’s
get it on the record. Many Federal programs lack reliable data to
serve as a basis for evaluating their performance results. Also, ac-
cording to the GAO, many agencies have a limited capacity to con-
duct program evaluations. How will the PART process deal with
those challenges?

Mr. DANIELS. Again, it starts by putting the burden of proof on
the program that it will be an expectation that evidence of perform-
ance—quantitative and concrete and reliable evidence be provided.
And the—no one is blind to the difficulties here of measurement,
but we can’t any longer let the perfect be the enemy of the good.
We've got to get started. That’s what we’ve embarked on. And, let’s
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be honest, most programs would prefer and the people running
them would prefer not to be measured. So some programs haven’t
made an attempt, any honest or any genuine attempt to develop
the kind of evaluations that are readily available.

So I once heard George Shultz tell what must be an old diplo-
matic joke. Why does the Frenchman kiss the lady’s hand? And the
answer is, he has to start somewhere. And that’s what this year
is about.

Mr. HorN. I think Benjamin Franklin got ahead of George
Shultz on that one.

Mr. WALKER. Mr. Chairman, could I mention something on that?
That’s a hard one to follow, but I'll try. Mine won’t be as exciting
as Mitch’s.

But I think all departments and agencies basically have to do
certain things. One, they have to say, why were we created? What
was the statutory basis for our creation? What is our mission?
What are we trying to accomplish? How do we measure success?

And success has to be measured in terms of outcomes. There may
be intermediate measures that they also track because they know
that these intermediate measures, over time, will end up leading
to positive outcomes, but in the end, what it’s all about outcomes.
It’s about results.

They need to figure out who the key players are who can contrib-
ute toward the desired outcome. Many times it’s multiple depart-
ments and agencies within the Federal Government. Sometimes it’s
Federal, State and local entities. It could also be public, private
sector players. The Federal Government may not be the only player
in the ball game. Which tools are being brought to bear? What is
the cost? How do you compare the cost to the positive outcomes,
and therefore get a cost benefit analysis?

That’s the type of rigor that people have to be forced to go
through. We need to move from activity-based performance meas-
ures to outcome-based performance measures, and that means that
there has to be some independent assurance above and beyond
what the agencies say. Because human nature being what it is,
whether it’s public sector, private sector, not-for-profit sector, peo-
ple are going to take the measures that they are comfortable with
and that they think they can look good at. So you have to have an
independent party involved to be able to assure that the measure
is reasonable, relevant and that the data that is reported is reli-
able. That’s critically important or else you really haven’t accom-
plished very much other than another paperwork exercise.

Mr. HOrN. Well, we’re going to have to—and there’s no use—
you’re busy people, and so are we. But I want to get in a few ques-
tions now.

What do you think of what I had to say that we get these people
from various parts of the American Government, the executive
branch and the legislative branch, and to get them to—both au-
thorization and appropriations—and get them off in the woods,
whether it is a Republican at the White House and a Democrat in
the wherever. So what do you think of getting them together after
you've had some staff work out of the OMB and the Comptroller
General’s Office?
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Mr. DANIELS. I think it is a very intriguing idea. I mean, I don’t
think we can consult too closely about this. If we were gathered to-
gether, as I understand your suggestion, around the subject of how
well are the programs of today working or not working, I think this
would be very useful. As I said, there’s been so little attention paid
to this, so little information, frankly, available on many accounts,
I think it could be a very healthy and I hope productive exercise.

We need the Congress to begin behaving somewhat more in the
mode of a board of directors. The business analogy is not perfect,
and it shouldn’t be, but we ought to, I would hope, be more aligned
than we are around the idea that animates this discussion. Name-
ly, every dollar taken from a taxpayer and spent by this Govern-
ment ought to be spent to good effect, or we ought to find a dif-
ferent purpose for it. And too often we don’t reach that question.

Mr. HORN. The Congress over 25 years, started with inspectors
general and then we had for about 10 or so years, the chief finan-
cial officer, then the chief information officer. And I think to—in
one way, that we certainly have, I think, because I read some of
these when they come in, and they’re very good about that. So I'd
be curious if you think there’s anything else that ought to be done
that would aid people in both the agencies, the White House and
OMB and up here and so how did—is there a better way we can
move what people are doing under the Inspector General, financial
and communications?

Mr. DANIELS. I don’t know about the—oh, go ahead, David.

Mr. WALKER. I think that—first on your other question. Then I'll
answer this one.

I think it would be great if Congress could get together for half
a day with GAO and OMB experts, selected members of leadership,
and leaders of the Budget, Appropriations and Government Reform
Committees in the House and Governmental Affairs in the Senate
to focus on the issue that we’re talking about. Because it’s going
to take the combined efforts of those people to make this concept
become reality. No matter what the administration does and no
matter what administration it is, if the Congress doesn’t buy into
it and if it doesn’t have real implications with regard to appropria-
tions, oversight and authorization matters, then it isn’t going to
matter. And so it’s important to do that.

Second, I think one of the dangers that we have right now at our
current management structure is we’ve got a lot of silos. We have
CFOs, CIOs. We may soon have chief human capital officer. People
also talk about chief acquisition officers and opther key players.

We're going to have a report that we’re going to publish within
the next week, Mr. Chairman, that, as a result of a roundtable we
held last week, I would commend to you and this committee the
summary of that roundtable. I'm confident it will have some ideas
for consideration in this area to try to take a more integrated ap-
proach to this major challenge.

Mr. HORN. Mrs. Pryce and I are going to have to respond to the
Chamber in two votes, and then we want to hear the two experts
in Panel Two, Mortimer Downey, Principal Consultant for PB Con-
sult, Incorporated, and Patricia McInnis, President and Chief Exec-
utive Officer of Council for Excellence in Government. So if you can
bear with us, we’ll be back.
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I know both of you are—so you can either stay or go because——

Ms. PRYCE. I just want to thank the gentlemen for their input
today; and, as far as I'm concerned, we can followup informally on
these discussions. We appreciate your testimony; and I—as far as
I'm concerned, you’re free to go. Thank you.

Mr. WALKER. Thank you very much. I appreciate it.

Mrs. MALONEY. I likewise would like to join my colleagues in con-
gratulating you for your work. I was a cosponsor if this bill. It’s ac-
tually the first bill I managed on the floor, so I have a tremendous
interest in seeing that it’s implemented. I appreciate very much
your work and will be in touch. Thank you.

Mr. HORN. The recess of the committee with the four votes that
we had to cast on in the Chamber is over. So we thank you for pa-
tience, and that’s the way this place is. We never know.

Mr. Downey and Mrs. McGinnis, if you don’t mind, we’d like you
to take the oath.

[Witnesses sworn.]

Mr. HORN. Thank you. Thank you for coming. You're well known
to this committee, and so we look forward to your comments.

Now, we’ve—all of the written ones automatically go into our
hearing. And you know the thing, both of you, I think. So we’'d be
glad to hear from you.

STATEMENTS OF PATRICIA MCGINNIS, PRESIDENT AND CEO,
COUNCIL FOR EXCELLENCE IN GOVERNMENT; AND
MORTIMER L. DOWNEY, PRINCIPAL CONSULTANT, PB CON-
SULT, INC.

Ms. McGINNIS. Thank you, Mr. Chairman.

Mr. HORN. It’'s modern technology. I was a string-in-a-can man
as a little kid.

Ms. McGINNIS. Thank you very much. I really commend your
leadership.

I was asking while you were voting whether this is the first time
these two subcommittees have held a joint hearing, and it seems
to be perhaps even historic. So this is a wonderful precedent, and
we hope that will be many more of these hearings on this subject.

You know the Council for Excellence in Government well, and
you know our ambitious mission and strategic priorities. We are in-
terested in attracting and developing the best and brightest in pub-
lic service, engaging citizens and improving their trust and con-
fidence in Government. We have focused a lot of attention on elec-
tronic government as a tool to improve operations and connect gov-
ernment to the American people and, finally, to encourage innova-
tion and results-oriented performance. That’s what we’re talking
about today.

We believe very strongly, as you do, that improving the develop-
ment and use of performance and evaluation data to inform deci-
sionmaking both in the executive branch and Congress will go a
long way toward this view of excellence in government and raising
the public’s trust.

GPRA was a big step in the right direction in terms of linking
decisions about the design and funding of programs to their per-
formance, and that movement has been given renewed impetus by
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the budget and performance integration focus and the President’s
management agenda.

But, as you well know, this is not the first time the Government
and Congress have thought about managing for results, and I cer-
tainly won’t go through the history. I've included some of it in my
written testimony. But the acronyms are even hard to keep track
of because there are so many of them, from the Hoover Commission
to President Johnson’s Planning, Programming and Budget Sys-
tems; to President Nixon’s MBO, Management by Objective; to
President Carter’s Zero Based Budgeting, ZBB. This concept is a
consistent, basic theme throughout the decades.

So what’s different now? I think the enactment of GPRA is a sig-
nificant difference because we do have a statutory framework for
this.

Again, the seriousness of this administration and the President’s
management agenda are exemplified through this excellent work
on the Program Assessment Rating Tool. But, despite all that, and
even with GPRA, as David Walker and Mitch Daniels both said, we
don’t see decisions being made in the Congress and executive
branch very much based on the use of performance data and the
results of high-quality evaluations at this point. We see promising
potential, but that promise has yet to be realized.

I want to take my few minutes today to go over a series of rec-
ommendations to promote the effective use of this performance and
evaluation data, particularly by Congress, that were developed and
are detailed in a discussion paper called Linking Resources to Re-
sults. This was a study that was done jointly by the Council for Ex-
cellence in Government and the Committee for Economic Develop-
ment which, as you know, is a business group which focuses very
much on the performance of Government.

We have come up with a series of institutional and procedural
changes that we think would—could, if they were implemented and
taken seriously, lead to a quantum improvement in the quality,
quantity, timeliness and utility of performance and evaluation
data.

The central recommendation is the creation of a congressionally
chartered, nonpartisan Center for Domestic Program Assessment.
That’s our name. It may not be the perfect name. We could work
on that. But I think it describes what we’re talking about.

The sole mission would be to strengthen and help institutionalize
the link between Government resource allocation and program de-
sign decisions and demonstrated program effectiveness. And here
we're talking not only about discretionary programs but entitle-
ments and tax expenditures in this domestic program area.

Such an entity would assess and report regularly and publicly,
and this is a big part of the value of this on the progress in resolv-
ing the country’s most significant domestic issues. It would provide
high-quality analysis of performance, present it in a timely fashion.
We imagine that the issues would be taken up based on some sense
of the reauthorization cycle in Congress, and we would have the
ability—this organization would have the ability to look at pro-
grams across agencies and across committees and subcommittees in
the Congress.
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We also called for statutory setasides for program evaluation
which are not consistently used in program authorizations in order
to support independent, high-quality evaluation of individual pro-
grams by Federal agencies. The new congressional oversight and
evaluation procedures, including some powerful enforcement provi-
sions that we recommend, would ensure full use of evidence on pro-
gram effectiveness.

Some of the changes in the House and Senate rules that we are
suggesting: We would suggest requiring that authorizations for ap-
propriated programs, mandatory spending programs and signifi-
cant tax expenditures must have a mandate for an evaluation of
net impact as a condition for floor consideration; oversight hearings
and reports on documented performance before reauthorization;
evidence and potential effectiveness for new programs would be re-
quired before floor consideration; sunset provisions at least every
5 years for all major authorizations, mandatory spending programs
or tax expenditures so that Congress could take into account the
performance record before voting on the extension or redesign of a
program.

We would also subject requiring the inclusion in all such bills,
statements of program goals and expected impact which would also
be included in the GPRA strategic and operating plans.

The enforcement provision: We propose that there be in the Sen-
ate a requirement of a 60-vote majority to waive any of the above
rules and an analogous provision for the House of Representatives.

We make some suggestions to strengthen the Government Per-
formance and Results Act and I—with a main suggestion that I
would bring to your attention is our recommendation to amend
GPRA to merge strategic and operating planned segments and an-
nual performance report segments for similar programs in multiple
agencies so we can look at goals and measures and results across
agencies and programs, rather than just strategic plans by strate-
gic plan, performance report by performance report. We think this
is consistent with the administration’s initiative in the 2004 budget
to pilot the development of common performance measures across
similar programs, which we applaud.

So, thank you very much, Mr. Chairman and the members of
both subcommittees. We're really encouraged by your interest in
this, and we would like to offer our support and assistance as you
take this issue further. Thank you very much.

Mr. HorN. Well, thank you for that comment.

[The prepared statement of Ms. McGinnis follows:]
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Testimony of Patricia McGinnis
President and CEQ, The Council for Excellence in Government
Before the Subcommittee on Govermment Efficiency, Financial Management and
Intergovernmental Relations of the House Committee on Government Reform
And the Subcommittee on the Legislative and Budget Process of the House Committee
on Rules

September 19, 2002

Mr. Chairman, Madam Chairman, and members of both subcommittees, I am
honored to be with you today to discuss linking program funding to performarce and
results. Icommend you for your leadership in arranging this joint hearing to consider this
important issue and the role of Congress.

The Council for Excellence in Government is a national, non-partisan
organization whose members (we call them Principals) previously served in government
and are now in the private sector. The Council’s strategic priorities are to:

Attract and develop the best and brightest in public service;
Engage citizens and improve their trust and confidence in government;
Promote electronic government as a tool to improve the operations of government
and connect it to the American people; and
+ Encourage innovation and results-oriented performance in government.

. Improving the development and use of performance data to inform decision-
making in the Executive Branch and Congress will go a long way toward achieving
excellence in government and increasing the public’s trust and confidence.

The Council’s work in this area includes several proposals for specific actions by
Congress and the Executive Branch fo enhance the use of performance information in the
decision-making process. Before I share those ideas with you, allow me to offer some
historic context.

Atterpts to link decisions about the design and funding of programs to their
performance were significantly advanced with the enactment of the Government
Performance and Improvement Act of 1993 (GPRA), and given renewed impetus by the
inclusion of “budget and performance integration” in President Bush’s Management
Agenda in August 2001 and the development of the Program Assessment Rating Tool
(PART). But the focus did not begin with these important actions.
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Virtually every President in the latter half of the 20™ Century had an initiative
with similar goals, though under different labels. Arguably, the Budget and Accounting
Act of 1921 initiated the modern attention to performance issues. President Truman’s
Hoover Commission urged that the budgetary concept of the federal government be
called “a performance budget.” President Johnson launched the Planning, Programming
and Budgeting System in 1965 to find new ways to do jobs faster, better and cheaper.
President Nixon began his Management By Objectives initiative in 1973 and asked each
department and agency head to seek a sharper focus on results. And President Carter
announced his Zero-Based Budgeting initiative in 1977, as a result of federal budgeting,
which he called inefficient, chaotic, and virtually uncontrollable by either the President or
the Congress.

The lesson to draw from this history is that the focus on integrating performance
data more thoroughly in the decision-making process, for resource allocation as well as
for program design, is a consistent, basic theme of government improvement efforts.
Each succeeding effort teaches a little more about how we might improve and what
pitfalls might be avoided.

The implementation of GPRA, as well as the current administration’s
Management Agenda and budget strategy—which are both centered on enhancing the use
of performance data--leads me to believe that the time is right to push these ideas still
further, especially in the direction of engaging the congressional appropriations and
authorizing processes in the dialogue more effectively.

Despite enactment of GPRA and a series of other very important management
improvement laws that originated in the government reform and governmental affairs
committees, most decisions regarding federal program authorization and appropriations
by Congress do not adequately use performance data that includes the findings of
rigorous evaluations of the net impact of particular program interventions.

Comptroller General Walker’s emphasis on performance measurement has put
GAQ in a strong position to support efforts in Congress to use such performance data
more effectively. ‘

In the Executive Branch, we believe that the President’s budget and performance
integration initiative--including OMB’s new Program Assessment Rating Tool--
represents a major and unprecedented step toward effectively using evidence of program
effectiveness in making federal funding decisions. This initiative may help us to realize
the promise of GPRA: to “improve the confidence of the American people in the
capability of the Federal Government, by systematically holding Federal agencies
accountable for achieving results.”

However, the President’s initiative, including OMB’s rating tool, could be
significantly improved by using, wherever possible, the results of rigorous evaluations of
the net impact of program interventions.
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A successful and important precedent for the use of such rigorous, controlled
studies to measure program effectiveness is federal welfare and employment policy. For
the past 20 years, the Department of Health and Human Services has funded or facilitated
more than 85 randomized controlled studies of state-level welfare-to-work programs and
other employment programs for the poor.

As a result of this investment, we now have a cumulative body of evidence on the
effectiveness of state-level welfare-to-work programs. These studies have yielded
valuable conclusions about program effects on the employment, earnings, welfare
benefits, and overall financial well-being of participants, the school achievement of their
children, and other important outcome measures. This kind of performance data is
critical to decisions about the design and funding of such programs.

The Council has developed a series of recommendations to promote the effective
use of performance data by Congress and the Executive Branch. These
recommendations are detailed in a discussion paper called Linking Resources to Results,
which was the product of a joint effort between the Council and the Committee for
Economic Development, a business group with a strong record of achievement and
engagement in government improvement issues. [have provided a copy of the
discussion paper for the record, and additional copies are available here today.

Linking resources to resulis remains largely an unrealized goal, as Congressional
and Executive Branch decisions about resource allocation are not routinely based on
demonstrated effectiveness. A recent GAO survey of federal agency program managers,
for example, found that a strong commitment to achieving results was not a priority for
top agency leadership. The survey also found that performance information in key
management activities was infrequently used.

We’ve identified a series of institutional and procedural changes that would lead
to a quantum improvement in the quality, quantity, timeliness and utility of performance
data.

First and foremost would be the creation of a Congressionally chartered,
nonpartisan Center for Domestic Program Assessment whose sole mission would be to
strengthen and help institutionalize the link between government resource allocation and
program design decisions and demonstrated program effectiveness. Such an entity would
assess and report regularly--and publicly--on the progress in resolving the country’s most
significant domestic issues. It would produce high-quality analysis of program and
policy performance, present it in a timely fashion and provide it to key decision makers
and other stakeholders in a way that could be easily and effectively utilized.

1 want to make clear that this Center would not replace existing evaluation and
analysis capabilities. Rather, it would build on that work and knit together and
coordinate other findings on program results with its own.
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Second, and with equal importance, we recommend specific changes in
Congressional and Executive Branch procedures that will enhance the use of performance
information in agency decision-making,.

Specifically, we call for statutory set-asides for program evaluation, in order to
support high-quality evaluation of individual programs by the federal agencies.

We also propose new Congressional oversight and evaluation procedures,
including powerful enforcement provisions, to ensure full use of evidence on program
effectiveness and new Executive Branch procedures to maximize the use of evaluation
results. These include changes to House and Senate rules that would require:

= authorizations for appropriated programs, mandatory spending programs, and
significant tax expenditures to include a mandate for an evaluation of net
impact as a condition for floor consideration;

» oversight hearings and reports on documented performance before
reauthorization;

= evidence of potential effectiveness for new programs before floor
consideration;

=  “sunset” provisions (at least every five years) for all major authorizations,
mandatory spending programs, or tax expenditures, in order to permit
Congress to take into account the performance record before voting on
extension of the program; and

= inclusion in all such bills statements of program goals and expected impact
which would also be included in agency GPRA Strategic and Operating plans.

To make clear Congress” commitment to these rules and their goal of raising the
quality of government performance, we also propose that there be in the Senate, a
requirement of a 60 vote majority to waive any of the above rules, and an analogous
provision for the House of Representatives.

‘We also suggest recommendations to strengthen the Government Performance and
Results Act.

As you are aware, GPRA was the first major statutory effort in more than eighty years
to link resources to results. We applaud and encourage the progress that has been made
by many agencies in establishing measurable performance goals. But more can--and
should--be done, particularly additional efforts to obtain and put to work more high-
quality evaluation data on results to inform better decision-making.
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Of special note is our recommendation to amend GPRA to merge strategic and
operating plan segments and annual performance report segments for similar programs in
multiple agencies. Doing so would demonstrate to Congress—and the public—how
relevant programs are addressing a common problem. This recommendation is also
consistent with the Administration’s initiative in the 2004 budget to pilot the
development of common performance measures across similar programs.

In our full report, you will also find recommendations for new Executive Branch
procedures to maximize the use of independent, rigorous evaluation results.

Together with GPRA, the budget and performance integration initiatives of this
administration, these recommendations comprise a systematic and effective strategy to
link resources to results. Such a strategy would fundamentally improve the performance
of government in addressing our most pressing social and economic needs, and make a
major contribution to the quality of American life. In addition, these recommendations
would enable and empower Congress and the federal agencies to overcome many of the
barriers that now prevent or slow the generation and effective use of resulis data.

These recommendations are realistic and workable . . . they are not, however,
easy, and I recognize that getting widespread acceptance of such ideas may be a
challenge. But now there may be real momentum and appetite for change.

The interest of your two subcommittees, coupled with the administration’s
management agenda, budget strategy and other initiatives is evidence of that.

In closing, let me briefly tell you of several ways in which the Council continues
to press forward on the results agenda:

»  We house the Coalition for Evidence-Based Policy, a group of distinguished
former officials and researchers committed to expanding the use of the highest
quality evaluation data to inform government decision-making. In November, the
Coalition will hold a major forum with the Secretary of Education and other
education policy leaders to support education policy-making based on rigorous
evidence of program effectiveness.

»  We co-founded the Government Performance Coalition, an association of a dozen
non-profit groups and scholars committed to the advancement of results-based
government. Last year, the Coalition, with the support of the
PricewaterhouseCoopers Endowment for the Business of Government, published
“Memos to the President: Advice from the Nation’s Top Public Administrators.”

*  Qur popular Excellence in Government Fellows program is the premier leadership
development series for up and coming mid-career managers. Results-based
management is a primary theme of this yearlong program.
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*  The Council partners with Government Executive magazine to sponsor the annual
Excellence in Government Conference which showcases speakers and workshops
on current issues in results management to 1000 government managers and
leaders.

s In partnership with the Kennedy School of Government and the support of the
Ford Foundation, we annually recognize winners of the Innovations in American
Government awards, which feature advancements in resulis-based management.

Mzr. Chairman and members of the subcommittees, the Council is greatly
encouraged by the fact that youn have held this hearing to spotlight such important issues.
T would like to offer our support and assistance in developing further any and all ideas
that would improve the use of performance in decision-making in Congress and the
Executive Branch.

Thank you.
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L Introduction

There is once again in Washington much talk of the need to relate more resource
allocation decisions to the demonstrated effectiveness of government programs. This interest,
periodically revived over the years, was brought newly to the fore by enactment of the
Government Performance and Results Act of 1993 (GPRA), and given particular focus by the
Bush Administration’s stated commitment to relate budget and management decisions more
directly to program results beginning with its fiscal year 2003 budget justifications. It was
further reinforced by the President’s recent promulgation of a new Management Agenda, a
central goal of which is to allocate scarce federal resources to programs and managers that
deliver results.'

To achieve this goal, it will be necessary for decision makers to undertake the hard,
costly, time consuming, and sometimes politically risky steps to produce and use better
performance data. This paper proposes ways to help decision makers take those steps,
including?

1. First and foremost, the creation of an antonomous, nonpartisan, entity -- a Center for
Domestic Program Asscssment -- that would produce high-quality analysis of program
and policy performance, presented in timely fashion and in ways decision makers can
use. The Center would encourage and support evaluation of individual programs by
federal agencies and have the capacity to initiate such evaluations where necessary. It
would assess the cumulative performance of programs in multiple agencies addressing
aspects of the same problem, in ways that individual executive branch agencics or
Congressional committees do not normally do.

If the Center were successful in generating higher-caliber analysis and disseminating it at
key junctures in the decision process, it would create a climate of public debate on results
that should have substantial influence on policy and budget deliberations. For example,
if the Center were now in existence, it could help inform the ongoing Congressional
deliberations on reauthorizing the Elementary and Secondary Education Act by providing
a detailed assessment of the impact of various education initiatives on student
achievement. If the Center had existed in the early 1990s, it could have informed

! The President’s Management Agenda, Executive Office of the President, Office of Management and Budget,
August 2001.

2 'We focus on the domestic program arena because that is the area the authors know best, but the generic issues in
national security and international affairs are similar and deserve comparable attention by others.



62

Congressional deliberations on the 1994 Omnibus Crime Control and Safe Streets Act by
providing high-quality assessments of existing community policing initiatives, school-
based crime prevention strategies, initiatives to recruit and deploy additional police
officers, and other crime prevention and control activities.

2. Expanded Congressional oversight on demonstrated results as a more direct input into
program design and resource allocation decisions, and the establishment of set-asides in
law for high-quality evaluations of net program effects.

3. Greater and more active consideration of results in the executive branch’s development of
budget and legislative proposals and budget justifications.

The notion of establishing a clearer link between results and resource allocation is hardly
new to Washington. Most participants in the program design and budget process at all levels
firmly believe they are in fact basing their positions on the best information available to support
the potential effectiveness of choices. Still, something must be missing if a law must be enacted
to attempt to formalize the link. GPRA itself followed a succession of high-profile efforts in the
preceding 30 years, most prominently President Johnson’s Planning-Programming-Budgeting
System, President Nixon’s Management By Objectives, and President Carter’s Zero-Based
Budgeting. The general demise in just a few years of each earlier effort demonstrates the
barriers facing GPRA and the Bush Administration in institutionalizing the concept and practice
of linking resources to results.

GPRA may hold more promise than its predecessor executive branch approaches because
of its statutory status and its attempt to engage the Congress and interest groups in the required
performance planning and reporting processes. So far, however, GPRA has not received
significant attention from most agency leaders or most in Congress, has not generated any
material increase in the funding or use of high-quality evaluation, and has not increased attention
to major management challenges.

None of the earlier short-lived efforts nor the currently limited effectiveness of GPRA
should obscure the importance of responding effectively to the impulse that inspired them all.
The need for better linking of resources to results grows steadily more urgent as the size and
reach of government, and the public’s demand for services and benefits, continue to expand.
‘Whether the budget is in deficit or surplus, there are never enough resources to meet all
demands. In addition, the recent terrorist attacks on our nation may, over the long run,
significantly diminish the government resources available for domestic programs, and thus
increase the imperative for existing resources fo be deployed more effectively. Improving the
link between resources and results is crucial to getting better value for resources invested and
real improvement in government performance.

While we are not under any illusions that the proposals discussed here could be quickly
or easily brought to reality, we do believe that now is the right time to put them forward and get
the debate moving. The President’s commitment to this issue is reflected in his new
Management Agenda, which seeks to allocate federal resources to programs that deliver results,
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and in his promise to breathe new life into GPRA. The President’s commitment is further
reflected in his statement, when he was the Governor of Texas, that:

“Government should be results-oricnted — guided not by process but guided by
performance. There comes a time when every program must be judged either a success
for a faiture. Where we find success, we should repeat it, share it, and make it the
standard. And where we find failure, we must call it by its name. Government action
that fails in its purpose must be reformed or ended.”

Other developments in the policy climate in Washington also suggest the time is right for
this initiative. For instance, the General Accounting Office (GAQ) is increasingly focused on
performance issues, beyond its traditional charter to monitor financial integrity. Government
FExecutive magazine armually investigates and grades federal agencies on their performance and,
with the support of the Council for Excellence in Government and others, hosts the biggest
annual conference on excellence in government. The Senate Committee on Governmental
Affairs draws persistent attention to performance issues. Conferences on performance
management, measurement, and budgeting by the National Academy of Public Administration
and others dot the calendar year round. More than a dozen nonprofit organizations have joined
in a Government Performance Coalition to serve as a collective voice calling attention to
performance improvement.

With the ideas advanced in this paper, therefore, we hope to build on the current
favorable climate for increased focus on results and stimulate discussion and action for more
effective ways to realize the goal.

Former Senator Alan Simpson said:

“In politics, there are no right answers, only a continuing flow of compromises between
groups, resulting in a changing, cloudy and ambiguous series of public decisions, where
appetite and ambition compete openly with knowledge and wisdom,” *

We believe that these compromises, or decisions, need to and can be better informed, and
thus more effective, if public leaders accept the challenges in this report to develop new
institutional and procedural improvements that would better support linking resources to results.
If that happens, then the balance in Senator Simpson’s vision can shift significantly, away from
“cloudy and ambiguous” and toward “knowledge and wisdom™ as the more prominent
characteristics of domestic policy decision making.

I The current decision-making process falls short in linking resources to results.
Ideally, government should base is action on the best available data about the problem at

hand; set clear, measurable goals; carry out a logical strategy to achieve those goals that is based
on the best available data; track performance from the outset; and take timely corrective action

3 Op. cit,, no. 1, p. 27.
* Statement of Senator Alan Simpson, quoted in a Congressional Record insert, December 19, 1995, p. 518525,
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when program data indicate difficulties. In parallel, govemment should carefully evaluate its
actions over a period sufficient to show whether the goals are being achieved, what contributed
to success or failure, and what alternative approaches might be necessary. It should allocate
resources in significant measure in relation to the performance achieved. Its focus should be on
the results, or net impact, of its actions, defined as what happens that would not have happened
in the absence of the action, at what cost, and with what degree of cost effectiveness. Each of
government’s periodic creations of results-based approaches has incorporated these principles.

The reality is often quite different. While virtually every law has “purpose” statements
that establish the public policy goals it is intended to achieve, most resulting programs actually
focus on input, process, and short-term outputs, whose causal relationship to achievement of the
goals is tennous at best. Programs whose purpose is to raise educational achievement focus on
numbers of children “served.” Welfare resources justified on the basis of helping the poor get
off welfare for the long term are measured in terms of immediate reductions in welfare caseload.

GPRA is intended to redirect the system to its principles by establishing measurable long-
term goals, annual performance plans, annual measures of progress, and public annual reports.
The data it produces is intended to be a major influence on resource allocation and program
design decision making. Though all observers acknowledge that progress has been made, here
are two recent assessments indicating how far the system has yet to go:

“Progress [on the utilization of information produced by GPRA] has been disappointing,
Unless the results information agencies produce is used to make future management and
resource allocation decisions, then GPRA becomes a paper exercise.... Congress and the
Administration must demonstrate that results information will be a major influence in
future decision-making.”

“Based on the results of our government-wide survey of managers at 28 federal agencies,
many agencies face significant challenges in instilling a results-orientation throughout the
agency.... At 11 agencies, less than half of the managers perceived to at least a great
extent, that a strong top leadership commitment to achieving results existed.... Atno
more than 7 of the 28 agencies did 50 percent or more of the managers respond that they
used performance information to a great extent for any of the key management
activities.”

There are a host of barriers that make achieving the ideal resource allocation and program
design process difficult, including most prominently: (1) barriers to the generation of high-~
quality program and policy evaluations, and (2) barriers to the government’s use of what
evaluations there may be. The following sections highlight these barriers. The
recommendations we offer for debate demonstrate how each barrier can be addressed.

* Testimony by The Honorable Maurice P. McTigue, Distinguished Visiting Scholar, Mercatus Center at George
Mason University, before the House Committee on Government Reform, June 19, 2001,

& Testimony by J. Christopher Mihm, GAO Director, Strategic Issues, before the House Committee on Government
Reform, June 19, 2001.
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. Barriers to the generation of high-quality program and policy evaluations.

A. Agencies often do not set measurable performance goals against which the agency and its
programs need to be evaluated.

In its review of selected agency strategic plans in 1999, the Council for Excellence in
Government found few agencies successful in setting measurable goals. Many agency goal
statements are high rhetoric more suitable to broad mission statements than to goals intended to
guide the specifics of annual performance plans that lead to achievement of measurable results.
For example, the Treasury Department, in its strategic plan published in 2000, identified these
goals:

s “Apply sound governmental policy on all relevant governmental issues.”
¢ “Make wise capital investments.”

Setting measurable impact goals well is not easy for most program areas with decades of
traditions of short-term process focus, but measurable goals can be defined. In 1989, President
George H. W. Bush and Arkansas Governor Bill Clinton convened a National Governors
Summit on Education. They issued six clearly measurable national education goals to be
achieved by the year 2000. These included: “By the year 2000 all children will start school
ready to learn,” and “By the year 2000 the high school graduation rate will increase to at least 90
percent.”

One can argue that these goals seem as unrealistic as the ones cited above, but here,
specific, measurable time and achievement goals were included that lend themselves to strategies
for achievement and that permit an interested public to hold the government to account if they
are not achieved. This bipartisan coalition did not last into the stage of developing program
strategies and funding to achieve the goals, so we can’t know how well the authors might have
taken the responsibility to devise workable solutions, or to evaluate their efforts. Furthermore,
there was little focused public reaction either to the goals or to the obvious failure to achieve
them as the years passed. Still, the episode is worth marking as an example of how relatively
clear and measurable goals can be defined by political leadership in a major policy area.

The fact that agencies often do not set measurable goals that require corresponding
impact evaluations to measure results suggests that revisions in the government’s goal-setting
procedures are needed. This paper will recommend ways in which the Congressional
authorization process for domestic programs might be adjusted to help achieve this objective.

B. The fragmentation of goal-setting among the federal agencies creates little demand for the
government-wide policy evaluation that is needed to address national needs.

Even if individual program or agency goals are defined well, in many domestic program
areas, they do not by themselves capture all the major efforts that go into meeting a national
need. As agency GPRA Strategic Plans (where five-year performance goals are codified)
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generally reflect, most agencies define their goals either in global terms that cannot be met by the
agency’s action alone, or in terms of their programs’ reach, without acknowledging the limits of
the programs to achieve the larger goal. GPRA identifies this issue but has not by itself led to
effective responses. GPRA calls for recognition of partners at the federal, state, local, interest
group, and private sector level, but the goals are rarely described in terms of the actions needed
by multiple actors to achieve them.

For example, the labor market policy goals of the Labor Department rarely take into
account the expected impact of the education policies of the Education Department on workforce
skill levels or the economic development policies of the Commerce or Agriculture Departments
on job creation, all of which should clearly contribute to government’s efforts to raise earnings
and income. Similarly, the national goals for early education and child care are defined
independently by Health and Human Services” (HHS) Head Start program, HHS’ separate multi-
billion dollar child care program, the multi-billion dollar child care tax credits at the Treasury
Department, and the Education Department’s several related programs.

The GAO says, “Virtually all of the results that the federal government strives to achieve
require the concerted and coordinated efforts of two or more agencies.... Crosscutting program
areas that are not effectively coordinated waste scarce funds, confuse and frustrate program
customers; and undercut the overall effectiveness of the federal effort.”

The same overlap applies to Congressional committee jurisdictions. The four major
agencies spending more than $1 billion each on multiple programs for early childhood education
and child care (Education, HHS, Agricuiture, Treasury) are overseen by four different
committees in the House and in the Senate. An Environmental Protection Agency official asserts
that 35 subcommittees oversee that agency’s activities.

With such fragmentation of the goal-setting process, there exists very little demand for
the rigorous evaluation of programs and policies from a government-wide perspective. To
address this issue, this paper will recommend revisions to GPRA and the Congressional
oversight process to foster greater coordination among the federal agencies and Congressional
committees in setting goals and evaluating programs from a government-wide perspective. In
addition, as discussed below, one of the central purposes of the new Center for Domestic
Program Assessment would be to provide the government-wide policy analysis and evaluation
needed to address national needs.

C. Carrying out high-quality evaluations requires researchers with significant expertise in
study design and implementation, as well as sharp political skills.

Even well-specified goals by program or across programs in the same area, are of limited
value to governance if they are not accompanied by effective efforts to discover whether they are
being met. That is the role of rigorous evaluation and careful experimentation and
demonstration.

7 Tbid.
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There are many forms of evaluation for various purposes,® but many researchers and
policy analysts concur with GAQ’s assessment that “Impact evaluations are the most definitive
method for determining a program’s effect on its participants.” Program impact evaluations, as
discussed in GAQ’s assessment, include:

o Studies employing experimental designs, in which eligible individuals are randomly
assigned either to a group that will receive services from the program being studied or to
a control group that will not receive services from the program. The relevant outcomes
of these two groups are measured and compared, and any differences found between the
two can be attributed to the program.

¢ Studies employing quasiexperimental designs, in which the outcomes for a group of
program participants are compared with the outcomes for a non-randomly selected
comparison group with similar characteristics.

Well-designed impact evaluations are not easy to carry out. They require researchers
with significant expertise in study design and implementation, to ensure, for example, that the
study effectively measures the key outcomes of interest to decision makers, includes a sample
size large enough to generate statistically-meaningful results, and uses control or comparison
groups that are statistically equivalent to the group of program participants being studied. Judith
Gueron, the president of MDRC — an organization that has implemented many of the large-scale,
experimental evaluations of state welfare-to-work programs — also emphasizes that researchers
need sharp political skills to ensure that the staff of the program being studied, as well as the
study participants, cooperate and assist in carrying out the study.!

Even when evaluations are carefully designed and carried out, they cannot be expected
easily to find broad agreement, acceptance, and use. As the Washington Post reported,
“Extensive studies on particular programs often are inconclusive, or the results have been
disputed by partisans on both sides.”'! However, Charles Schultze — the former Director of the
Office of Management and Budget (OMB) and Chairman of the President’s Council of
Economic Advisors — argues that, without good evaluations, policy is subject to the “naiveté of
the decision maker who ignores resource constraints and believes that virtue alone produces
efficiency.”’?

One of the primary reasons why this paper proposes a Center for Domestic Program
Assessment, as discussed below, is to provide federal agencies and others with an independent,
authoritative source of the expertise they need to carry out high-quality impact evaluations.

¥ For valuable survey of the variety and uses of alternative evaluations, see Katherine Newcomer, “Using
Evaluation to Support Performance Management: A Guide for Federal Executives,” Pricewaterhouse Coopers
Endowment for the Business of Government, January 2001.

® Early Childhood Programs: The Use of Impact Evaluations to Assess Program Effects, General Accounting
Office, GAO-01-542, April 2001.

' Judith M. Gueron, "The Politics of Random Assignment: Implementing Studies and Impacting Policy," presented
at Harvard Faculty Conference, June 27, 2000.

! Glen Kessler, “Finding Federal Spending’s Dividends,” The Washington Post, May 1, 2001, p. All.

12 Charles L. Schultze, The Politics and Economics of Public Spending, Brookings Institution, Washington, DC,
1968.
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D. Government decision makers often do not allocate sufficient funding for high-quality
impact evaluations.

Through much of the 1960s and 1970s, as discussed by Henry Aaron'® and Richard
Nathan,!* there was a general increase in interest, funding, and implementation of social
experiments and other forms of impact analyses. In part, this was attributable to the discovery of
new analytical techniques in economics combined with a belief in the efficacy of social
interventions. Later, however, funding for evaluation in federal agencies declined, and the
anticipated increase in evaluation activity after passage of GPRA has not yet materialized. After
the 1994 Congressional election, the new majority repeatedly reduced research and evaluation
budgets, arguing that the Administration had used studies more for advocacy than analysis.'®

Aaron suggests that the decline is attributable in part to a naive view of government and
the political process among analysts, as well as mixed evaluation findings offered by analysts to
policy makers.'® Nathan follows on this logic by noting that although there is existing demand
for evaluation findings and other analyses, there is the problem of advocacy research filling gaps
and being taken more seriously than policy analysis, which often takes more time to carry out
and is more costly to underwrite.'”

The late Elliot Richardson noted that the evaluation process was on occasion “politicized
by the party in power or fought over by competing constituencies — outcomes not likely to have
occurred had the program’s objectives been clear from the beginning. When you also take into
account evaluation’s lack of political sex appeal and consequent vulnerability to budget cutters, it
is perhaps not surprising that its hey-day was cut short.”'®

More generally, politicians of both parties in the White House, the agencies, or in the
Congress are essentially impatient, wanting data and solutions to problems within their terms of
office -- which for many appointees average 18 to 24 months. They are usually unwilling to
invest the money and staff effort in the long-term strategies that are often needed to determine
the net impact of programs and policies, within one program or across the several programs
affecting a given issue.

This paper will recommend steps to increase the resources allocated for high-quality
impact evaluations. For example, it will propose modifying Congressional rules to require such
evaluations and the needed funding as part of the program authorization and appropriations
processes.

** Henry J. Aaron, Politics and the Professors, Brookings Institution, Washington, DC, 1978, p. 151.

1 Richard Nathan, Social Science in Government, Rockefeller Institute Press, 2000.

"% See, for example, cuts in the research and evaluation budgets of the Food and Nutrition Service and the Education
Department.

' Henry J. Aaron, “Politics and the Professors Revisited,” Richard T. Ely Lecture, Washington, DC, August 21,
1989.

17 Op. cit., no. 14, pp. 199 - 205.

'8 Unpublished preface to a report for the Council for Excellence in Government and the Hitachi Foundation.
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E. Agencies and grantees sometimes resist rigorous evaluation.

Fear of unpalatable evaluation results and the resulting consequences if the study is
negative (loss of funding or political confidence) can deter enthusiasm for good evaluation
within an agency. Negative findings can also forestall the agency’s ability to obtain the
cooperation of states and other grantees for future evaluations.

Beginning in the early 1970s, the Labor Department took bold steps to carry out
longitudinal net impact studies of its job training programs, at a cost of several million dollars
peryear.’® After the initial study had run for several years, it was clear that the comparison
group approach chosen (matching earnings and employment data from Social Security records)
would not suffice. Labor then shifted to a random assignment approach, a far more difficult
method, but one that holds greatest promise for clear net impact findings. The new approach
produced meaningful results in the early 1990s.

To oversimplify, the study showed that adult programs had small but significant positive
net effects (defined as increases in enrollee earnings and employment compared to the
comparison group) for some. The findings for youth programs were highly negative. The
agency did not have a strong program response to offer to the youth findings (e.g., imposing
criteria to fund only successful programs while instifuting reforms of others). Both the
Administration and Congress cut funding sharply, justifying the action by reference to the study.
In subsequent years, local grantees recalled the experience and strongly resisted participating in
new studies, blaming the study rather than the poor performance for the Ioss in funds. To its
credit, Labor continues to believe in the necessity for impact evaluations.

The pre-1996 welfare law permitted HES to waive certain provisions for state welfare
reform demonstrations if the demonstrations were accompanied by well-designed impact
evaluations. Often a state was more interested in obtaining the flexibility to pursue a model it
favored than in the complex evaluation needed to validate the model, studies that might
demonstrate that the policy model was not as effective as its supporters hoped. It was thus not
uncommon for states to resist the requirement for evaluation and difficult for HHS to hold firm.
In some cases, only the requirement for OMB approval assured that some waivers were
accompanied by the necessary studies.

Many of this paper’s recommendations, discussed below, are designed to surmount such
resistance to rigorous evaluation. For example, the independent Center we propose is designed
in Targe part to serve as a counterweight to such resistance, by increasing the public visibility and
undetstanding of evaluation results, highlighting their relevance to program design and funding
deliberations, and increasing the incentives for agencies to undertake rigorous program
evaluation.

*® The authorizing statute then was the Comprehensive Employment and Training Act, but the later change to Job
Training Parmership Act did not materially alter the training program activity (versus the much more controversial
subsidized employment programs),
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F. Political pressures on evaluators can be a barrier to high-quality program evaluations.

Program evaluators are usually agency staff and contractors. They work in a political
context and are subject to pressures that can influence their analysis.

The authors of the 1983-1987 National Assessment of Chapter 1 (the largest federal
elementary and secondary education program) cited the greatest challenge in all aspects of the
study as the continual need to find the balance between the desires of the Democratic House of
Representatives (sponsor of the study) and the Republican executive branch. In the end, they
opted for structuring the study design and analytical approach to satisfy the desires of the
Congressional staff who had been in place longest and whom they had reason to believe would
still be there long after the administration of that day had departed.?’

One key virtue of the independent evaluation Center we advocate is its ability to be an
effective buffer between evaluators and political pressures from inside and outside the program
agency. Even the knowledge that such an entity will be providing timely critical comment on an
agency’s major study would be an effective deterrent to some forms of pressure to slant results.

G. Existing government analytical agencies, such as the GAO, Congressional Budget Office
(CBO), and OMB do not now undertake independent, complex impact evaluations.

The analytical agencies of the Congress and Executive Office of the President do not
actually conduct complex evaluations, though GAO does do some independent research. In the
main, they collate, assess, and apply what others have done. For reasons of charter, tradition,
and placement, the work of the Congressional Research Service and the CBO (though not the
GAO) focuses on analysis, not recommendations. CBO has great power to affect resource level
policy through Congressional rules that require consideration of its cost estimates as against
Congressional budget resolution levels before passing bills, but CBO does not generally make
program or funding-level policy recommendations that might improve the effectiveness of the
spending it estimates.

For more than a decade, from the early 1980s to the early 1990s, Congress had the benefit
of a remarkable agency, the Office of Technology Assessment (OTA), to provide it with
independent analysis of major science and technology issues. OTA was designed to provide
analysis free of control of either house of Congress or political party (though there was ample
opportunity for member input in its choice of topics and in judging the quality of its products).
The story of OTA’s demise is muddied somewhat by partisan arguments on both sides, but few
seem to deny the value of most of its work to the deliberations of Congress.”!

GAO has traditionally focused most heavily on the essential issues of financial integrity
and the old triptych of “fraud, waste, and abuse.” In recent years, especially under the leadership

 Beatrice F. Birman and Mary M. Kennedy, “The Politics of the National Assessment of Chapter 1,” Journal of
Policy Analysis and Management, vol. 8, no. 4, 1989, pp. 613-632. See especially the comments by the leading
Congressional staffer and the assistant secretary to whom the researchers nominally reported.

2! See, for example, Peter D. Blair, Technology Assessment: Current Trends and the Myth of a Formula, 1994.
Also, Warren E. Leary, “Congress’s Science Agency Prepares to Close Its Doors,” New York Times, September 24,
1995,
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of Comptroller General David Walker, GAO’s emphasis is shifting to assessment of how well
programs work and how well government is performing in the context of national need. Still,
GAO remains bound by its requirement to respond to the requests of the Congress, which, while
subject to some negotiation with GAO on scope and focus, reportedly drive some 95 percent of
its work.

In addition, Congressional control of GAO appropriations is a tool that Congress can use
to try to influence GAO’s work. For example, in the mid-1990s, the new Congressional
Republican leadership cut GAO’s appropriation by 25 percent, based on their perception that it
had become a tool of Congressional Democrats. Defenders of GAO countered that its agenda is
determined primarily by the party in power, which in preceding years had been the Democratic
party.” Regardless of the merits of the argument, the incident represents a case in which
Congressional control of GAQO appropriations was apparently used to penalize GAO for pursuing
a particular agenda.

OMB serves in an advisory role to the President, and in that role seeks to learn and apply
evaluation work that others have done in advising the President on policy and resource allocation
options. But OMB does not undertake its own impact evaluations nor have extensive expettise
in high-quality impact evaluations. Furthermore, OMB is constrained, by virtue of its
institutional position, to adhere to the President’s current policy stances in its public statements.

The Center that we recommend below is designed, in part, to fill the need for an
independent institution that has expertise in high-quality impact evaluations and, where
necessary, the ability to carry out such evaluations. It would thereby serve a unique function that
the existing government analytical agencies such as GAQ, CBO, and OMB do not now serve.

v. Barriers to government’s effective use of high-quality program evaluations.

A. Decision makers are often unable to sort out conflicting evaluation data, and conflicting
interpretations of the data.

Virtually every policy proposal is accompanied by the sponsor’s statement that its
direction is the one indicated by current research and evaluation. Opponents often
simultaneously offer alternative assessments of the data or cite studies supporting different
views. Advocacy groups on all sides aggressively promote their particular view of the problem
and how the data support their position. The data reviews of each participant in the debates are,
of course, selective, intended to support the proposed position, but the fact they are present at all
indicates the widespread recognition of the value of demonstrating a research and evaluation
base for policy proposals. Often missing from the debate is a balanced appreciation of the whole
body of applicable information from a reliable, disinterested source.

2 John Heilernann, “Proof That Gingrich & Co. Don’t Know What They’re Doing,” The Washington Monthly, vol.
27, January 1995, p. 14,
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For example, Success for All (SFA), a reading program developed by Robert Slavin at
Johns Hopkins University,”® has generated widely differing reports on its effectiveness. There is
research that supports the effectiveness of SFA and research that challenges it. One writer
argues that SFA is mostly based on research done by the developers of the program, not
objective analysts.”* On the SFA website, the program developers reject this contention ™

The Job Corps works with highly disadvantaged youth normally in a residential setting.
From its beginnings in the 1960s it has been attacked for high costs, low overall benefits in
relation to costs, and limited benefits to enrollees. If survived initially because of its status as the
major program trying to deal with the most difficult youth, anecdotal success stories, and a
strong external constituency. A major net impact evaluation using a comparison group
methodology was launched in the 1970s, which by the early 1980s had produced data indicating
significant positive net benefits.?® The methodology was quite complex and like most such
studies, open to question and differing interpretations. The Reagan administration did question
the methodology and results as it attempted to cut program funding, The program survived, in
part because of the positive evaluation findings.

A Washington Post article in May 2001, subtitled “Tax Cautters, Backers of Social
Programs Debate Long-Term Economic Benefits,” notes that “two programs under debate —
federal funding to reduce class size and Head Start, a preschool program for the poor --
demonstrate the difficulty of determining the impact of federal spending. In both cases,
advocates and foes disagree sharply over whether the programs are effective, sometimes pointing
to the same data to make their case.” The debate over Head Start, with conflicting studies,
ambiguous findings, and starkly different interpretations of the same or similar data, has been
ongoing since the 1960s.

Sorting out the meaning of a body of data on any really important issue is not simple.
Few studies are definitive; all require interpretation. Decision makers must somehow assess the
validity of the assertions and claims of all sides. Nothing can or should prevent decision makers
from using data as they wish to support their positions, but something more is needed to give
them and the public a more balanced view of the data.

The Center for Domestic Program Assessment we propose would offer such balanced,
non-partisan assessments. For example, it could help Congress and the federal agencies interpret
the meaning of the whole body of evaluation research that bears on a particular policy issue, by
reviewing the methodological strengths of the various studies, and reconciling and synthesizing
their findings in a fair and meaningful way.

* Success For All, http:/fwww.successtorall net/about/whoweare htm

* Debra Viadero, “Miami Study Critiques Success for All,” Education Week, Yanuary 27, 1999.
* Success For All, http://www.successforall. net/resouree/fagrescarch.htm

* Conducted by Mathematica Policy R h for the Labor Department

¥ Op. cit,, o, 11,
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B. Often evaluation results are not available in time to influence decision making.

Large scale, multi-year program demonstrations and evaluations — the types most likely
to yield reliable data -- are often not completed until after the associated policy had been decided
or, a new program implemented, or the original problem diminished in importance (in fact or as
a political matter). Evaluators and data analysts do not necessarily time their reports to when
decision makers need their output, such as upcoming reauthorization dates or funding cycles.
Decision makers themselves do not often authorize and fund analyses early enough to give them
what they will need several years in the future.

Richard Nathan notes, “The negative income tax demonstrations [of the 1960s and early
1970s] were moderately successful as research projects, although much less successful as an aid
to policy-making. Their results came very late in the policy process and were at best ambignous
from the point of view of advocates of the negative income tax concept.”

As noted earlier, the landmark 1996 welfare reform legislation that replaced Aid to
Families with Dependent Children (AFDC) with Temporary Assistance for Needy Families
(TANF) was preceded by years of smali-scale demonstration programs testing different
approaches to helping poor people get off and stay off welfare. Even the most dramatic
provision of the 1996 law, a lifetime limit on receipt of benefits, was being tested under the
AFDC waiver authority, but there were no findings ready in 1996. This dramatic policy shift
was enacted without waiting for indications of its likely impact on families.

The reauthorization process for TANF, which receives $16 billion in federal funding
annually, is underway. It will be informed by better but still not sufficient data on the time limits
and other substantial issues. While the law continued substantial funding for welfare evaluation
and research, including continuing studies of on-going AFDC waiver experiments, HHS decided
not to attempt an overall impact evaluation of TANF.

As discussed below, a critical function of the Center that we propose would be to develop
along-term analytical agenda that is timed to coincide with critical points in the decision-making
process, so that decision makers will have timely analysis to inform their program decisions.

C. No mechanism currently exists to ensure that programs are modified over time in response
to evaluation resuits.

New programs are regularly launched in a spate of enthusiasm generated by public
attention to a problem and the desire of decision makers to do something about it. Afier a time,
tension between the initial intuition and data on actual program performance can increase, calling
into question the program’s original rationale or, more often, its specific design. If they ignore
or downplay such data in the name of consistency with policy, decision makers can miss critical
opportunities to restructure the program to make it effective. And they can miss the right time to
cut losses and end the program to avoid wasting taxpayer dollars, The lack of a mechanism
requiring response to data by lawmakers sacrifices a great deal of potential accountability to the
public.

% Op. cit., no. 14, p. 51.
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An example of strong intuition confronting weak supporting data is the drug abuse
prevention program called Drug Abuse Resistance Education (DARE), which sends police
spokesmen into schools to teach children the bad effects of drug abuse.”” DARE is extremely
popular with police forces and parent groups.

A 1988 University of Illinois report on DARE evaluations™ found little difference in the
level of drug use based on whether students participated in DARE, and no positive outcomes that
lasted into high school. A study by the University of Kentucky of more than a thousand students
who participated in a sixth-grade DARE program found “no difference between those who
received DARE and those who did not in their use of cigarettes, alcohol, marijuana or other
drugs.” The only difference was that those who received the training had lower levels of self-
esteem.”™" The Justice Department itself funded a study by the Research Triangle Institute
which found that DARE has a “limited to essentially nonexistent effect on drug use.””

Despite an abundance of negative findings like these, even in studies by the funding
agency, DARE continues to receive high funding and its popularity is growing. The program
can be found in all 50 states and in more than half of U.S. school districts, and has been adopted
in 44 foreign countries.

Institutional mechanisms are needed to ensure that programs such as DARE respond and
adjust to evaluation results over time. The recommendations that we discuss below are designed
1o create such mechanisms.

D. Neither Congressional nor executive branch processes for allocating resources are

structured such that evaluation r are a ingful input into resource allocation
decisions.

Virtnally all appropriators and appropriations committee staffers would assert that they
use the best performance data available in making their decisions. Committee reports
occasionally bemoan the lack of good data from agencies. On examination, however, the
majority of appropriations bills and reports focus on process or output factors, such as numbers
of individuals served or grants made, not on evidence of program impact.

The President’s annual budget usually contains a chapter with selective data on
performance that supports significant allocation decisions. The treatment, however, has been
highly selective, as befits an essentially policy-driven document. Serious program management
problems are discussed, but normally in a separate part of the budget books, without direct

* Drug Abuse Resistance Education Program, hitp://www,drcnet.org/DARE/section! htral,

*® Dennis P. Rosenbaum and Gordon S. Hanson, “Assessing the Effects of School-Based Drug Education: A Six-
Year Multi-level Analysis of Project D.AR.E.,” Journal of Research in Crime and Delinquency, vol. 35, no. 4,
November 1998, pp. 381-412. This report also found that “most of these studies are of limited scientific value
because of their weak research designs, poor sampling and data collection procedures, inadequate measurement, and
analysis problems.”

*! Diane Barnes, “DARE Indoctrination Fails to Work and Ends Up Endangering Families,” The Detroit News, April
2, 2000,

¥ Ivid.
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reference to the spending choices described elsewhere. (The Bush Administration has promised
to improve this situation.)

Agency GPRA strategic and annual plans and performance reports are nearly always
written without reference fo resource needs. Arguably, this reflects the proviso that such
documents not be used to appeal for greater or fewer resources than are proposed in the pending
President’s Budget. But without reference to resources, GPRA documents are not a serious
reflection of the choices made in the agency to deliver performance. In many agencies, GPRA
processes have been set apart from actual agency management processes and decision making.

As noted in the testimony referred to above from J. Christopher Mihm, GAQ Director of
Strategic Issues, there is a further layer of problem where more than one agency supports major
programs aimed at the same domestic policy purpese, as happens frequently. It is extremely rare
that multiple agencies dealing with the same issue collaborate on evaluation or on policy setting
and virtually unheard of for them to work together to devise GPRA strategic goals or annual
operating plans and success measures. Thus the disconnect between evaluation and resource
atlocation is further accentuated when multiple agencies and programs are addressing a common
national need.

The recommendations that we outline in this paper are designed to foster the effective use
of evaluation resulis in resource allocation decisions in all three of these areas — the
Congressional appropriations process, the President’s budget process, and the GPRA-related
planning processes that support program rmanagement in the federal agencies.

E. Policy decisions that ignore evaluation results are not heid up to public scrutiny.

Maurice McTigue of the Mercatus Center argues that “transparency” or disclosure are the
missing ingredients, noting, “In my opinion, the limited use of performance information is due to
the fact that there has been no consequence for either using or not using the information.”* His
views carry weight because as a Member of Parliament and Cabinet Minister in New Zealand, he
was deeply involved in that nation’s movement toward performance-based decision making and
has seen the positive influence results data can have on elected and appointed officials.

n sum, there is much rhetoric but there are few practical incentives in the current system
to generate and use high-quality impact evaluation to inform resource allocation and program
design decisions.

& %k d

V. Recommendations

In this section, we outline for debate characteristics of the institutional and procedural
innovations that we believe would lead to a quantum improvement in the guality, quantity,
timeliness, utility, and use of program evaluations to inform program design and management
and resource allocation decisions.

3 Op. ¢it., no. 5.
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The principal recommendation is the establishment of a strong new capability to assess
and report publicly on the results of programs and policies, that is linked to Congressional and
executive branch decision making. This is followed by recommendations to change current
institutions and procedures to make the best use of those assessments and to upgrade generally
the incentives for linking resources to results.

Recommendation 1. The Center for D¢ tic Program A t

Overview. We recommend the establishment of a Congressionally-chartered, nonpartisan
Center for Domestic Program Assessment, to strengthen and help institutionalize the link
between government resource allocation decisions and demonstrated program effectiveness. The
Center would lead the movement to upgrade the visibility and use of high-quality program
evaluation, It would fill the many gaps in evaluation coverage of major programs and polices by
systematically encouraging the funding of evaluation, monitoring the quality of evaluations,
conducting missing evaluations where necessary, reporting regularly and publicly to decision
makers on what works and what does not, recommending program redesign and funding changes
indicated by the data, and continuously monitoring performance.

The Center is by no means intended to replace existing evaluation and analysis
capabilities. It would build on that work, help improve its design by its overt use of the products,
and knit together others’ findings on program results with its own. As noted in recommendation

2 below, we particularly support regularizing the funding of agency evaluations through statutory
funding set-asides,

What follows is a preliminary outline of the proposed Center’s functions, agenda, board
of directors, and funding, which is intended to serve as a starting point for future discussion. We
recognize that significant additional deliberation is needed in such areas as the Center’s
governance structure, reporting mechanisms, and internal processes (e.g., peer review), to ensure
that the Center’s activities strike the right balance of independence from goverament and

partisan politics on one hand, and accountability to the needs of Congress, the executive branch,
and the public on the other.

Functions of the Center. The Center would assess and report regularly and publicly on
the status of progress in resolving the country’s most significant domestic issues, as evidenced
by evaluation of the results of programs and policies. Its assessments and reports would take a
government-wide perspective on policy issues, which may at times diverge from the more
narrow, jurisdiction-based focus of individual agencies and Congressional committees. Of
necessity, its analyses would put it in the position of commenting on how legislative goals and
agency goals {e.g., in GPRA plans) are expressed, to help drafters specify goals in measurable
ways. In addition,

o Based on this analysis, it would recommend changes in program design and resource
fevels. The proposed changes may, in some cases, cut across the jurisdictions of
individual Congressional committees and federal agencies, when the evidence supports
such an approach.
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¢ Tt would assess the quality of available information on programs and management
performance, support funding of new evaluations and data collections, and generate new
evaluations with its own funds where needed.

* The Center would be a resource to agency evaluators as they design evaluations, focusing
on selection of the most appropriate methodologies, helping ensure that the design
adequately addresses the factors likely to affect results, and relating evaluations of
individual programs to evaluations of programs in other agencies that are intended to
have an impact on significant aspects of the domestic problem at issue.

o The Center would solicit, interact with, and record in its reports public views on
programs. It would provide opportunities through electronic communications, public
hearings, and the like for public interaction with its analysts.

¢ The Center would testify before Congress and the Administration on ifs views.

The Center’s agenda and products. The Center would initially propose for public
comment and input a long-term analytical agenda and schedule of issues to examine.
Sequencing would tie in large measure to likely dates when government needs the best
information before making its decisions (as in the examples below). “Out of cycle” analyses and
agenda revisions would occur as indicated by the Center’s on-going monitoring of data on
domestic issue areas and the performance of programs. The agenda would be reviewed amnually
by the Center’s Board of Directors (whose structure is discussed below), with input from
decision makers and the public, to assure that its focus and timelines were still appropriate.

Examples of potential Center products:

e If the Center had existed in 1999, it would have produced a detailed assessment of the
impact of elementary and secondary education programs on raising student achievement
to inform debates beginning in that year (and still underway in 2001) on reauthorization
of the Elementary and Secondary Education Act.

» Today, the Center might be producing similar assessments of the collective impact on
carly childhood education and childcare of the programs in Treasury, Education, HHS,
and Agriculture to guide efforts to raise educational achievement through effective early
intervention.

» Ifthe Center had existed in the early 1990s, it would have informed Congressional
deliberations on the 1994 Ommibus Crime Control and Safe Streets Act by providing
high-quality assessments of existing community policing initiatives, school-based crime
prevention strategies, initiatives to recruit and deploy additional police officers, and other
crime prevention and control activities.

In each instance, the Center would look at state, local, non-profit and private sector
efforts as well as federal government programs, so that it could present a full picture of the
problem, efforts to address it, and new directions indicated, including but not limited to federal
initiatives.

The Center’s charter and institutional position. Although one can conceive of locating

the Center within either the executive or legislative branches, or as a hybrid government entity
(e.g., a “government-owned-contractor-operated” facility, as exist for certain research functions),
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we do not believe that a government entity could have the needed independence and do not
believe that creating new government agencies is a politically viable option in any case. We
therefore suggest that the optimum structure for this Center is as an independent, non-partisan,
well-finded, non-government entity.**

Much like the National Academy of Sciences, the Center would be chartered by Congress
in a statute approved by the President, so that its connection to the government decision making
processes would be clear.>® The charter would specify the non-partisan, independent nature of
the Center, and would also specify the Center’s main functions, discussed above. In addition, the
charter would establish incorporators to select the non-government members of the Board of
Directors. If desired, the incorporators could be the sponsors of this study, The Council for
Excellence in Government and the Committee for Econemic Development.

Charter legislation could originate in the Senate Committee on Governmental Affairs and
the House Committee on Government Reform, the committees that originated GPRA and other
important government management reforms of the 1990s. The Center would represent for these
committees a natural next step in their efforts to raise the quality of government performance.
The charter legislation would charge these committees and the executive branch to collaborate
on the funding of an independent evaluation of the Center and report findings to both branches
and to the public.

Board of Directors. The Board would be composed of two types of members. The first
type — non-voting, federal government members -- would be selected by the House, Senate, and
the President from among elected and appointed officials. These directors would participate in all
deliberations on the Center’s agenda, judge and opine on the quality of its work and its reports,
and represent the views of the federal government. The government directors would not,
however, vote on board decisions on agenda or analyses. In this way, the Board would be
insulated from direct government pressures but still responsive to government needs and views.

The government directors could also help ensure the accountability of the Center by
conveying to the Congressional committees that originated the charter, and others, their views on
the Center’s success in: Hving up to its charter, maintaining the necessary level of excellence in
its work, maintaining nonpartisan objectivity, and investigating high-priority issue areas.

The second type of Board member -~ the voting directors — would be selected by the
incorporators from a broad cross section of evaluation experts, policy analysts, state and local
government officials, interest groups, and lay people. They would serve staggered terms. The
voting directors would appoint the Executive Director of the Center and establish that

** Should there be strong government interest in a Center with the other attributes we propose, but a political
necessity to place its functions within government, GAQ is the one current entity with the best capability of carrying
out these functions. Unlike CRS and CBO, it routinely makes policy recommendations, and unlike OMB, it has
relative freedom to present its analyses without needing to adhere to the President’s (or the Congress’s) current
policy stances. We do not find this approach as likely to satisfy the necessity for independence as the Center
proposal, but it could come as close to that as any inside government placement can,

33 In fact, if the National Academy of Sciences were willing to serve as a base for the new Center and to adopt the
operating approach outlined here, Congress may wish to consider locating the Center within the Academy.
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individual’s performance contract with them, on which compensation and tenure would depend.
The voting directors would have to approve the Center’s strategic (or business) plan and issue

agenda, and review the Center’s products for guality and adherence to the purposes of the
charter,

The Center’s budget and Funding. We believe the government’s initial investment in
the Center needs to be quite substantial, both to indicate government’s seriousness of purpose
and to support development of the high-quality capability needed to carry out its functions across
a reasonable number of policy areas. At the same time, the Center must not be beholden to
government for annual funding or spending authority if it is o have the essential characteristic of
independence.

To help size the Center, here are the annual budgets of entities that in some respects
might be comparable as staffs of public policy analysts with a report generation capability:

» The former Office of Technology Assessment: approximately $22 million
* The Brookings Institution: approximately $28 million
+ The Heritage Foundation: approximately $28 million

‘We suggest that the Center receive a one-time appropriation of $500 million to $1 billion.
A part of this sum, perhaps $50 to $100 million, would cover initial start-up and operating costs
(operation of the board, hiring, space and related costs, design conferences, the process of
gathering public input on the agenda, development of an interactive website).

The remainder would be invested as an endowment whose income would supply
operating funds. The Center would also be able to receive contributions from foundations and
individuals, and grants and contracts, to support its work.

The Center’s Executive Director. The Executive Director chosen by the’ Board would
be a widely respected individual with these characteristics:

¢ A thorough appreciation of the need and uses of evaluation data by government and the
public.

« Intimate knowledge of the budget and policy development processes and the
opportunities for enhanced use of impact data.

» The ability to oversce the assessment (and where necessary, the design and execution) of
high-quality evaluation.

# The ability to recruit and manage a staff of domestic policy and evaluation experts.

+ The ability to deal effectively and on a non-partisan basis with officials of government at
all levels, and with interest groups across the political spectrum.

+ Knowledge of creative uses of technology to enhance interaction with the public and to
publicize and disseminate the products of the Center.

As noted, the Executive Director would serve under a negotiated performance agreement
with objective, measurabie goals.
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We wish that demand for the products of the Center could be assumed to be self-
generating, or at minimum had already been made manifest by Congressional and executive
branch use of GPRA authorities. We have shown that this is not the case. We believe that
maximum benefit would be obtained by the acceptance of the recommendations in the next
section, which speak to generating the incentives and demand for such analyses.

Recommendation 2. Related improvements in Congressional and executive branch processes.

Evatuation funding set-asides. The design and funding of high-quality evaluations of
net program effects should be made routine. While subject to the normal Congressional and
executive branch review and final decisions through appropriation acts, OMB apportionments,
and other devices, agencies should know that every major program will be evaluated.

1. House and Senate rules should require that any domestic program authorization,
including mandatory spending and significant tax expenditures, can only be considered
on the floor of either body if it contains a requirement for an impact evaluation and a
funding set-aside to finance it.

2. OMB should promulgate guidance to agencies (e.g., as part of the Circular A-19
legislative program procedures) that requires any bill drafted in the executive branch to
have an evaluation provision with a funding set-aside before the Administration will
transmit it to Congress.

Congressional oversight. All committees of Congress carry out oversight of programs
and policies under their purview. Some of this oversight is carefully structured to illuminate the
issues, features a range of expert opinion, and is focused on surfacing findings and
recommendations for program improvement. Much of it, however, is also (often primarily)
political theater, necessary in our system but pot likely to advance understanding of issues.

Periodically, Congressional leaders atterpt to restructure the oversight process to direct
mote attention to substantive analyses. Senator Peter Domenici, former Chairman of the Senate
Budget Committee, is a champion of bi-annual budgeting, because, as he notes, “The authorizing
committees in ry humble opinion have atrophied in the United States Congress, at least in the
United States Senate, because it's very hard for them to find two weeks to debate a very
important bill on the floor, when we're using about 75 percent of the time for budget resolutions
and for appropriation bills and supplemental appropriation bills.”

1. Congressional rules should require oversight hearings timed to inform upcoming debates
and, upon creation of the Center, to require presentation of the Center’s views {(among
others) of the issues at such hearings.

2. The rules should further provide for joint hearings of the major committees engaged in an
issue area, so that all the major efforts to address it can be considered in the same context.

% Senator Pete Domenici, speech before the Council for Excellence in Government, April 26, 2000.
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(Recall the early education and childcare example above, which would call for four
commiittees to deliberate together to make the best informed choices). Ideally, such
hearings would bring the cognizant House and Senate committees together as well.

Except in emergency situations, bills not preceded by such hearings and not informed by
available Center analyses should not be allowed floor consideration.

Sunset and performance goal provisions. No government program should escape

periodic assessment of the how well it is working and what changes might be needed.

1.

House and Senate rules (and parallel executive branch procedures) should require each
major domestic program authorization, mandatory spending program, and tax
expenditure to have a sunset provision of no more than five years in duration, that
requires renewed Congressional approval of its structure and funding authorization, based
in significant part on the results of the impact evaluations called for above.

Rules should require that program authorizations be enacted prior to passage of
discretionary appropriations (such current rules are often routinely waived), so that
disagreements over program structure are argued out in the authorizing committee
framework.

All such bills should have to include measurable goals and performance standards on
which evaluations and agency GPRA plans would, in part, be based. Progress toward
these goals and standards would be reported annually in the GPRA performance reports.
By requiring goals and performance measures in statute, the Administration and Congress
will have to negotiate these seriously, a practice not generally realized by GPRA’s
requirement for “consultation™ on goals and measures.

Enforcement in Congress. Some rules similar to those above have been tried before;

some are still in the rule books. None are routinely enforced or effective. To emphasize
Congress’s commitment to raising the quality of government performance, an unusual but not
unheard of standard should be set for a waiver of any of the above rules:

Waiver of the above rules should require a 60-vote majority in the Senate and a similar
high hurdle in the House (perhaps in the Rules Committee procedures). Such
requirements to supercede “majority rule” are quite properly reserved for extraordinary
situations, such as waiving budget enforcement rales. We believe this approach is
warranted by the importance of heightening the performance focus of government.

Strengthening the Gover: t Perfori and Results Act. GPRA is the first major

statutory effort to attempt to link resources to results since the Budget and Accounting Act of
1921. Progress has been made in many agencies in establishing measurable performance goals,
focusing on management improvements needed, and putting in place the infrastructure to support
regular performance reporting. More needs to be done, especially on the dimension addressed by
this paper -- obtaining and using more high-guality evaluation data on resulis to inform decision
making.
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The following changes would build on this record and would enhance the current
Administration’s proposal to increase reliance on performance data in its management and
budgeting.

1. Amend GPRA to require reporting of current evaluation findings under each performance
objective, including specifying how recently evaluations have been conducted, the status
of on-going studies, and plans for new studies. Some agencies do this now (e.g., the
Department of Labor); others relegate the discussion of evaluations to an appendix and
make no clear connection between evaluation findings and resowrce allocation or
management’s strategy to improve performance.

2. Require a summary of funding for evaluation and research on results, indicating trends
and the pending budget request and justification for such funds. This summary is not an
opportanity for agencies to appeal for additional funds, but rather the way the agency
demonstrates its commitment to learning the resulis of its effort and an explanation of
what that focus costs.

3. If an agency does not integrate its annual budget with its annual GPRA plan and
performance report, require that the budget justifications use the same language on
performance as is found in the GPRA documents.

OMB rules do not now require such integration, but it seems only logical that the best
way to link resource allocation to program results is to integrate performance reporting
with budget justifications. Because of the inherent complexities in doing this well, we do
not now recommend it for all agencies, but we do believe OMB should work with each
agency to encourage it and in time, to require it.

4. Require joint GPRA plans and reports across agencies for issue areas in which more than
one agency has a major role, so that Congress and the public can see clearly how
programs and program management address common problems.

® % %

Note on the role of technology. The power of electronic communications technology to
gather information and to obtain and respond to public comment efficiently has been amply
demonstrated in recent years, if not yet fully realized. The Council for Excellence in
Government has proposed a comprehensive “blueprint” for how government can more rapidly
expand and structure the use of electronic communications.”” The Bush Administration has
indicated its support for greater use of new technology, adopting in its budget an e-government
fund to finance development of cross-agency initiatives and avoid inefficient duplication of
effort. Senators Thompson and Lisberman have established a website to gather views onhow to
make Congress’ participation in the development of web technology more effective.

37 E-Government: The Next American Revolution, Council for Excellence in Government, February 21, 2001.
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We believe that this technology can lower the cost and speed the completion of impact
evaluations, for example by helping automate the random assignment of participants in an
experimental evaluation, by facilitating the creation of statistically-equivalent treatment and
comparison groups in a quasiexperimental evaluation, by speeding the collection and analysis of
data on relevant outcomes, and by facilitating the rapid dissemination of evaluation results. We
would charge the Center with making a special effort to work with the evaluation community to
develop and implement these techniques.

We urge the Congress and the Administration, as well as the Center, to use this
technology to solicit input to plans and programs during the development stages, and to respond
to public input on a timely basis. This will add considerably to the interested public’s confidence
in the governmental process.

Vi, CONCLUSION

These recommended changes form a necessary complement to the growing momentum in
Washington, in state and local government, and indeed internationally,’ ® for defining program
goals more practically and for taking into greater account the performance of current programs
when designing new activities and allocating resources. They also strongly respond to the
public’s demand for high-quality information on society’s problems that could go a long way
toward restoring public confidence in government. As tracked by Hart-Teeter polls conducted
for the Council for Excellence in Government,” the current level of public confidence has been
alarmingly low for a long time (though the public’s response to government’s handling of the
September 11 terrorist attacks has for the moment raised public confidence to an unprecedented
height).

In 1921, OMB Director HM. Lord said on the occasion of implementation of the Budget
and Accounting Act, “Habits, customs, regulations, laws that the passage of more than a hundred
years has built into the very machinery of government cannot be eradicated over night. .. it must
be a continuing process that will require years of patient, persistent and courageous endeavor.”

The same patience and persistence is called for here, if these recommendations are to
have maximum effect, and this time, with the added benefit of the intervening 80 years of
experience, we may finally see a firm link established between resources and results.

In the end, no planning or reporting requirement, no injunction to manage well, and no
external criticism regardless of source, can alone lead to higher quality performance if decision
makers and the public that influences them do not demand it. Nevertheless it is now clear that
the focus on results is at a new high, which should make possible an informed debate on these
recommendations.

* See, for example, Government of the Future, the report of the OECD symposium on government management
reform held in Paris in September, 1999.
* See http://www.excelgov.org/publication/excel/default.htm
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Mr. HORN. Mr. Downey is well known here, and you both have
MBAs, one at Harvard and one at Yale, and I don’t know if that
has any great meaning except that the bricks around the place are
a little different.

But I think I was glad to see the emphasis here. Because what
has burned me over the last few years is that there’s been a lot
of schools that have said, oh, we’ve got a policy school. And none
of them have thought about management, and that really gets to
me. We need people just like you to say the emperor has no clothes.

Mr. DowNEY. Well, thank you, Mr. Chairman, for having this
hearing and for your interest in this subject.

It’s an interest, obviously, that we share; and I think it is an in-
terest in managing government better as we all ought to try to do.
That’s certainly what we tried to do in my 8 years at the Depart-
ment of Transportation, and we really used the processes of GPRA
to the greatest extent possible during that time period. I think an
even stronger linkage between resources and decisionmaking will
make GPRA an even more powerful tool.

Let me just briefly describe what we did. We seized the opportu-
nities in the act. We became a test bed in the pre-implementation
period. We developed a strategic plan with a lot of input from out-
side sources so that we knew what our constituency and our part-
ners believed. This is very important in managing what you some-
times think of as a holding company, creating common goals that
everyone in the Department would understand. We went to greater
lengths with the annual performance plan and with our perform-
ance reports.

I think as the process has matured the measures that were cre-
ated are transparent and consistent, and there’s a lot of concern
within the Department for meeting them. These were enforced.
They were enforced with performance contracts. There was contin-
uous followup.

It’s often said that what gets measured is what gets managed,
something you and I learned during the Y2K experience, that if
you're watching it a better job gets done; and I think the fact that
Secretary Mineta and his team have moved seamlessly into the of-
fice and kept the same measures and the same goals suggests that
we got them at least reasonably right.

Resource availability was a clear part of the process. One thing
we did I don’t think some other departments did was rebalance our
performance plans in accordance with the resources. If Congress
gave us less than we asked for, we came back and said, here’s what
we can accomplish. Sometimes Congress gives more than the Presi-
dent asks, and we would say to the agency, now you have more
money. How much more are you going to achieve? And that became
their new performance contract.

But I think with OMB participating now through the PART
there may be even more of a sense of reality and, if the Congress
adopted some of the same approaches, even more benefit.

The steps that OMB has taken so far are a good start. Their will-
ingness to publish the results is a very important step, taking
transparency into the budget process, something that hasn’t always
been there before.
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The Director does point out that these are not the only factors
that he’ll use this decisionmaking, and we understand that. But
these will now be decisions that can be measured against the out-
come of a relatively open assessment. A President will find it hard-
er to not fund programs that are effective and well managed, even
if he doesn’t agree with the necessity for them. And, vice versa, it
will be hard to ask for funding of politically attractive programs if
the results are not there. So I think the public and the Congress
will be better informed.

Like any process, it’s not going to be perfect the first time out.
The administration recognizes that. They’ve reached out in a num-
ber of directions. They have created an advisory council which I'm
serving on. They have involved a lot of institutions in test runs and
discussion. And they have a goal of implementing this over a period
of time, which is the right way to do it.

There are risks, but certainly the largest risk is that this initia-
tive, like many of its predecessors that Pat mentioned, disappears,
goes on that list of PPBS and ZBB and NPR and others. If you be-
lieve that performance is something that should not drop away,
maybe something can be done about that.

I think one reason that GPRA has been a success is that it is
a statute. In our Department, for example we said this is going to
be around a while. It is worth investing in the infrastructure and
the learning process to do it well. So if there’s a linkage between
the Government Performance Results Act and the budget process
this may encourage further efforts.

I know there are concerns about jurisdiction and about tradition
and about roles and responsibilities and authorizers and appropri-
ators. Years ago, I worked on the Budget Committee staff when the
committee first started, and we had to find our way into the proc-
ess. But that also has sustained and continues to provide leader-
ship at the macro level. I think similar efforts to assure that per-
formance is part of the debate and results are—in fact, the meas-
ure of success will benefit all of us, particularly benefit the tax-
payers and constituents who want us to do a good job.

So thank you very much for the hearing, and I would be happy
to answer any questions you might have.

Mr. HorN. Well, thank you.

[The prepared statement of Mr. Downey follows:]
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Chairman Horn, Chairwoman Pryce, 1 thank vou for the opportunity to appear at this
hearing on “Linking Program Funding to Performance Results.” My name is Mortimer
L. Downey, and I am appearing as an individual and as a former Administration official.
For the record, I am a consultant with pbConsult, Inc; T am the current Chainman of the
Board for the National Academy of Public Administration; and I am serving as Chairman
of the OMB’s Performance Measurement Advisory Council. My testimony is not on

behalf of any of those institutions.

It is my understanding that your hearing was sparked by interest in the Bush
Administration’s iz}itiat{ve to link budgeting and performance management more closely
together. I have been observing that effort as well, with great interest, and I believe that
it is an important step forward in the area of performance management. During my eight
years at the Depattment of Transportation, we moved ahead in this ares, and I believe the
results Wére positive for the Department and for the public that it serves. Greater
attention to the linkage with resources will put a sense of even greater reality to the area

of performance management.

Let me describe briefly what we did at DOT and how I believe the new smphasis created
by President Bush’s management agenda will make it work even better. In DOT, we
seized the opportunities created by the Government Performance and Results Act and
used them to enhance Departmental management. DOT agencies volunteered to
participate in the pre-implementation test period. With department-wide participation,

we developed, and later enhanced, a strategic plan. This was a vital step in managing
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what can be thought of as a “holding company” in a way that emphasizes common goals
and common interests. The departmental goals of safety, mobility, economic growth,
environmental progress and national security are widely understood within the
department.  Every manager and employee understands their importance to the

department’s leadership and its constituencies.

The departmental goals were given a much greater sense of reslity through the
development of annual performance plans, and subsequent performance reports, that
created consistent and transparent measures against which the department’s progress can
be gauged. These measures, as called for in GPRA, are aimed at identified outcomes and
are measurable and reportable with reasonably dvailable dita. To dssure the transparency
of the process, both the Inspector General and the Director of the Bureau of
Transportation Statistics have been involved in verifying, and, where necessary,
improving the measurenment process. It’s often said that what gets measured is what gets
managed and I believe that we set in place a framework in which we measure the right
things and manage to achieve them. The fact that Secretary Mineta and his team have

adopted the same goals and measures suggests to me that we got them reasonably right.

Within the department, resource availability is recognized as a clear part of the process.
Outcome targets—iponitored through performance contracts between the Secretary and
his administrators—were balanced to reflect resources, including adjustments to the

targets to reflect Administration and Congressional changes in funding—up or down.



89

This is an area in which the new initiative will bring improvement. The linkage between
performance and resources can be recognized within a department, but it can be far more
effective in a context where OMB participates on the same basis and where the
performance of all departruents is held to a common standard of rigorous analysis. If
this treatment of resource allocation can also influence Congressional action, so much the

better.

The steps taken thus far by OMB in developing and implementing a Performance
Assessment Rating Tool are a good start in the creation of a uniform and consistent
process to link performance and resources. Their willingness to publish the results and
the rationale is also a major step forward. Rigorous assessment of results achieved and
management progress should be important determinants of resource allocation. The
OMB Director points out that they are not the only factors that will affect his
recommendations to the President and the ultimate submissions to the Congress. Issues
of equity, matters of political philosophy regarding the role of government, problems of
resource scarcity, and the like will also enter into the process. But when the decisions are

made, they will be measurable against the results of a relatively open assessment.

In that context, it will be harder for a President to under fund programs that are effective
and well managed when they don’t meet his or her political criteria, and vice versa. The
grounds for judgment over the Administration’s budget recommendations will, I believe,

be more clearly definable than in the past and 1 hope that this will better inform the



90

process of Congressional and public debate as the authorizing and appropriations

legislation that implements the budget moves forward cach year.

I think we need to recognize that this process, like any new management effort, will not
be perfect. Indeed, the Administration recognizes—and I agree—that this is a hard thing
to get right. They have reached out in a number of directions in order to make it work
well, including establishing the Advisory Council on which I serve and involving experts
both within and outside the government as particular program assessments have been
undertaken. The implementation process they have set is an incremental one, with the
goal of moving over five years into full use of program assessments, with modifications
to the process based on experience. 1 take this as an indicator of commitment to doing

the job right.

What, then, are the risks to be considered? I think the largest risk is that this initiative,
like so many of its predecessors, disappears as its supporters move out of office. We all
are familiar with earlier “reforms” that have dropped out of the picture even though in
some ways they still influence our thinking—PPBS, MBO, ZBB, Program Evaluation,
NPR—to mention a few. If you believe that the emphasis on performance is something
that should not drop away, you may be able to do something about it. One reason, [
believe, that GPRA was a success—at least in my department—was the fact that it is @
statutory process. Investing in the infrastructure and learning process to do it well could,
we thought, be amortized over a much longer time than the typical four-vear term of its

predecessors. The Results Act does imply a connection to the budget process, but it is
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more in terms of the timing of submissions than in terms of their content and their linkage
to the resource allocation process. Irecognize the issues of jurisdiction and tradition that
you must face. On the other hand, as one who worked on the Hill during the startup of
the Budget process, 1 believe that change can occur. Anything your committees can do to
give more emphasis to the resource/performance connection will work for the benefit of
those for whom performance and results are the bottom line—our taxpayers and

constituents.
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Mr. HORN. As a former agency official, what advice would you
give the Office of Management and Budget on how to work with
the agencies to get their support and affirmative cooperation for
the PART evaluations?

Mr. DowNEY. I think the key one will be to make it a collabo-
rative process, to listen, to learn. Departments can learn as well,
but I think OMB will benefit from the discussion and then recog-
nize results with resource decisions. If in fact at the end of the day
the better-managed, better-achieving programs are raised in terms
of resources and perhaps some others are not, the process will go
forward. But keeping the discussion at the professional level and
the fact-based level will be an important part of that process.

Mr. HORN. Do you believe that the—and you might get in, Ms.
McGinnis any time you want, because theyre really for both of
you—do you believe the Results Act should be amended in any way
to incorporate the concept of PART evaluations? If so, what would
you recommend?

Mr. DowNEY. I haven’t looked specifically at language. I certainly
would not suggest that in all of its specific detail that become stat-
utory. But if, in fact, the Results Act indicated that budget presen-
tations and other actions would relate to performance, I think it
would help if authorizers, as they come in with new programs, and
reauthorize programs, state what they believe the results should
be. We'll enter into that discussion and similarly on the appropria-
tions.

So anything that would symbolize and assure that this linkage
continues will be a positive step. But I would not embody every
piece of the process in a legislative prescription.

Ms. McGINNIS. I think I would reiterate the recommendation in
my testimony that GPRA be amended to give more emphasis to
cross-cutting issues and the results of a cumulative impact of sev-
eral programs across agencies. I think that’s consistent with what’s
happening with budget and performance integration and the use of
common measures, but it’s also an area of the PART that could be
strengthened.

Mr. HORN. Well, let me go back to what I asked the Comptroller
General and the Director of OMB. As you know, the Congress put
into law inspectors general and we also, 10 years later, put inthe
office of—the committee decided first to put the financial part there
and then with high technology we had a communications there.
And those—some of them I thought were just not doing much, and
some were dumped on the old assistant people in management and
administration and put it in that.

Well, the whole purpose of it was to focus in one area and to, in
the case of chief financial officer, chief information officer. And do
you think that’s good? And how do you integrate their thoughts
with this?

Ms. McGINNIS. I think integration is a key word, because one
thing, one danger of creating all of these different chiefs is that
they are working in their own stovepipes. So that’s why this model
of deputy secretary as chief operating officer which has evolved I
think is so important as a place to bring all of these pieces together
and also why the President’s Management Council I think is such
an important integrating organization. And it has—it was started
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in the Clinton administration, it has continued in the Bush admin-
istration, and I think matured over time to the point where it is
more and more being seen as a strategic group of managers who
are charged with pulling together financial management, informa-
tion management, human capital management, the inspectors gen-
eral. And that’s all a good thing.

The fact that budget and performance integration is one of five
elements of a coherent management strategy, I think it’s woven to-
gether actually quite well. And anything that you and we can do
to strengthen that capacity and integration would only be a step
in the right direction.

Mr. DOwWNEY. I think if there is a point of accountability for good
management, that person, that institution should benefit from the
work of all of those players, the IG, the chief financial officer and
the like, but somebody needs to have the job of pulling them to-
gether and linking what they do, which sometimes is more narrow
in focus to achievement of results within the Department.

In our Department, for example, the IG has been a very strong
contributor to management, even as he maintains independence.
He’s a participant in the process and brings a valuable insight. But
it’s only one piece. The CIO only brings one piece. Someone else
has to look at how they all come together and how do they relate
to what the Department is indeed achieving.

Mr. HORN. Well, you were well-known as the Deputy Secretary
for Management there, and that’s where people would go to, I
would think, and I agree with you on that.

What bothered me is we’ve gone through this homeland bit. We
had proposals before them, and they just wipe them out on man-
agement. Presumably, those were on orders of the White House. I
don’t know who’s calling that or what theyre trying to do, but
maybe they ought to ask their own Office of Management and
Budget.

Because when you’re merging all of these things that go back 200
years there a corporate culture, be it Coast Guard or Customs or
whatever, and we tried to put it in there because if you look on it
as a corporate—three different companies merged, it’s very dif-
ficult.

My example for that is the Atlantic Arco. They moved one night
from New York over to Los Angeles, and they had three cultures
to work. That meant that one of the top people, in this case, the
Executive Vice President, got the people and worked them in to-
gether. So when one part of the system comes in, they don’t gripe
a lot and they put in somebody from that in order to get good man-
agement.

When we've got ones that have dozens of things, much more than
a few of them, and I don’t know how they’re going to put them to-
gether without a deputy secretary for management.

Now, the appropriators 2 years ago demanded it and put it in the
State Department money and I don’t know how that’s going out
right now. Do you have any thoughts and that?

Mr. DOWNEY. I certainly agree that the Homeland Security De-
partment will need that kind of attention. You use the word “cul-
tures,” and that’s indeed what they’re going to have to deal with.
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Bringing a lot of different agencies together in one department
doesn’t always work well. It takes particular attention to make it
happen.

DOT, for example, 35 years old, it’s still got a lot of the remnants
of past ways of doing business. I think we changed it substantially.
We changed it, actually, by deliberately attacking the culture, as
opposed to the organization. When Secretary Slater came in, he
said, let’s throw away ideas of reorganizing. Let’s just figure out
how everybody can work together as one DOT. Having those com-
mon goals was really the first step.

I'm sure the Coast Guard will work out well in the new depart-
ment, but I have been in the Coast Guard in two different depart-
ments, and this will be my third.

Mr. HORN. Yeah, well, Admiral Loy is doing a great job now. He’s
got the heat. A lot of us were at a luncheon with him yesterday.

I was curious, I have great respect for Secretary Mineta. He was
sort of a mentor for me when I came to Congress. In that luncheon
he had, just after he was sworn in, he said he was going to move
the Senior Executive Service around. And I thought, gee, there’s a
good idea. Because with some agencies, when they move people
around, they say, oh, we’re trying to get rid of that guy. But the
fact is, we ought to get growth and get different things and have
it made that they're really part of the team. And how’s that going
in the executive branch generally?

Ms. McGINNIS. Actually, I was thinking in order to create a cul-
ture a performance culture where the whole is greater than the
sum of the parts, you do have to shake things up a little bit. It’s
about management and placing an emphasis on this.

But the example that comes to my mind is FEMA. When FEMA
was transformed from what some of your colleagues called the
worst agency in Government to what the same colleagues called a
couple of years later one of the best agencies in Government, one
of the strategies that was used was to ask every single one of the
career senior executives to change jobs. And you can imagine there
was some resistance to that. But they all ended up changing jobs,
and it does provide—I think it helped to create a coherent and ef-
fective culture.

Now, FEMA is a much smaller agency than we’re talking about
on the scale of Homeland Security, but I think it’s a concept and
a lesson and a practice that ought to be applied there. Not just
within agencies, but across agencies.

Mr. HORN. That’s well said. Because my organization that I am
the—really, I can’t say more for it, and that was that 1990’s where
they turned that around. And you’re right. And with every disaster
that seemed to happen every week, and they had great leadership
and that’s what’s key.

So, is there anything in the Results Act that you feel needs any-
thing legislatively?

Ms. McGINNIS. Well, again, revisiting this issue of calling for
cross-cutting planning and reporting on performance, so that you're
looking at an issue in the way that the American people would
think about it, not agency by agency but around a specific set of
programs focused on health or education or whatever other subject.
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I think that’s the one area where some attention and change may
be in order.

Mr. DOwNEY. I would agree with that. It could be done without
legislative change, but the legislative change sends the right mes-
sage.

We did some of that as well. I had a lot of discussions with the
Interior Department fisheries people and the Coast Guard trying to
define how would we measure success in those common programs,
and we finally all agreed it was from the point of view of the fish.

Mr. HORN. That’s the great Benchley joke. Do you remember that
one when he was at Harvard? He was studying international law.
And this is Benchley, the great comedian. He said to the professor
that I've read a lot of the books and he said I've felt that there’s
a lot said about America in this and a lot from Great Britain, but
he said I want to write about the use of the fish. And so that was
it. He probably got an A.

So, yes, that is something now. I agree with you. You don’t really
need legislation if OMB is working it under PART. I think that
would solve the problem. And they’re doing it. So that’s great.

So anything else you’d like to add, put on the record?

OK. Well, thank you very much for sharing your experience and
your talents. So thank you very much.

We'’re going to thank—Mrs. Maloney did not have a chance to be
here and she’s been a wonderful right hand for us over the last
years. Without objection, her statement will be put in the record
after my comments.

Now I'd like to thank the people on the staff that put all this to-
gether and does it all the time.

That’s Bonnie Heald is the staff director; Henry Wray is the sen-
ior counsel right behind me; and Dan Daly, counsel. Dan, where
are you? There you are. And Chris Barkley, our faithful majority
clerk. And there he is.

Believe me, when you move around America you appreciate all
the things the clerk does. Because then my back is not broken, his
is. And if the Federal compensation wants a witness I'm a witness
to you.

Minority staff: David McMillen, really wonderful professional.
He’s been around here how many years now—S8 years. Yeah, and
we all depend on him. It isn’t a minority or majority thing. We get
good ideas from him. Jean Gosa same way, minority clerk.

The Rules subcommittee staff that is with Mr. Dreier and Ms.
Pryce is Chin-Chin Ip, the staff director. Is he right back here—
or her? Yeah. I never know who is backing up that wall.

Court reporters: Christina Smith and Julia Thomas. Thank you
very much. We appreciate what you're doing.

With that, we are adjourned.

[Whereupon, at 4:10 p.m., the subcommittees were adjourned.]

[The prepared statements of Hon. Stephen Horn and Hon. Caro-
lyn B. Maloney follow:]
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A quorum being present, the subcommittees will come to order. Today the Subcommittee
on Government Efficiency, Financial Management and Intergovernmental Relations is holding a
joint hearing with the Subcomumittee on Legislative and Budget Process of the House Rules
Committee. I welcome my fine colleague Ms. Pryce, who chairs that subcommittee, and the
distinguished members of both subcommittees,

Today’s hearing is on the important subject of linking program funding to performance
results. Washington policy-makers, both in the Executive Branch and Congress, devote an
enormous amount of time each year deciding how to spend the taxpayers' money. However,

much too little time is devoted to determining what that spending accomplishes.

We tend to measure success by how many job training programs we enact, how much
money we appropriate for them, and how many training grants we award. We rarely look at
what these programs actually achieve - such as how many trainees actually obtain and retain

jobs,

In recent years, the focus has begun to shift from process to results, The Government
Performance and Results Act of 1993, appropriately calied the “Results Act,” provided the
impetus for this change. However, the transition toward resulis-oriented, performance-based

decision-making involves many challenges. And the pace has been slow.

Federal agencies are using their Resulis Act plans and reports to try to define and
measure the results of their performance. Many agencies have made significant progress.
However, an important link has been missing. Policy-makers have failed to establish a
connection between performance results and their funding decisions. Until that link is firmly in
place, the Results Act will remain largely a paperwork exercise, and the effectiveness of funding
decisions will remain largely untested.

Fortunately, the current Administration is intent on establishiig this link. President Bush
designated Budget and Performance Integration as one of five governmentwide initiatives in his
President’s Management Agenda.
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In furtherance of this initiative, the Office of Management and Budget has developed a
“Program Assessment Rating Tool,” known as “PART.” We will hear much about this
assessment tool today. During the fiscal year 2004 budget cycle, the PART process will be used
to evaluate the performance of Federal programs that account for more than 20 percent of all
Federal spending. In future budget cycles, these evaluations will be extended to all other Federal
programs.

The PART process and the broader presidential inifiative to integrate budgets and
performance represent an important effort to launch the Federal Government on the road toward
results-oriented, performance-based decision-making.

All of our ouistanding witnesses today are important leaders in this quest. I welcome you
and look forward to your testimony.

1 am also pleased that another outstanding leader in this effort, Senator Fred Thompson,
has submitted a written statement for the hearing. Senator Thompson wanted to join us today,
but was unable to attend due to the press of Senate business. Without objection, his statement
will be inctuded in the record.

1 now yield to my Co-chair of today's hearing, Ms. Pryce.
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Statement of Representative Carolyn B. Maloney
Joint Hearing
Hearing: “Linking Program Funding to Performance Results”

September 19, 2062

Mr. Chairman, thank you for holding this hearing.

I am very familiar with the Government Performance and Results Act (GPRA). Iwasa
cosponsor of GPRA, H.R. 826, in the 103 Congress, and this Act was the first bill that I
managed on the floor of the House of Representatives, being elected in 1992.

The Government Performance and Results Act has had a long history of bipartisan
support. GPRA began under the (George Herbert Walker) Bush Administration and was
championed by Delaware Senator Bill Roth. Vice President Gore's Task Force on Reinventing
Govemnment contributed to it greatly, and it was President Clinton’s first major reinventing
government step.

GPRA was intended to shift the focus to performance, to improve government
management by requiring the executive agencies to set measurable goals for themselves and then
report annually on whether or not those goals were met. Regrettably, despite its intent and to
reiterate the Chairman and Ranking Member’s point, this Act has made little impact.

1 thank the witnesses for being here today and for their service to our government. I look
forward to the testimony. I trust it will enlighten us, for we in Congress need to know when the
Executive Branch will finally work toward achieving the goals of GPRA.

I did have one question in particular, and I hope the OMB Director can address this when
he discusses the new Program Assessment Rating Tool (PART). According to the OMB
document titled, “Current List of Programs to be Assessed for FY 2004 Budget,” the U.S. Census
Bureau is not included in the list of programs. Why would the Administration exclude the
Census Bureau? I would think that a government entity that spent $6.5 billion over the decade
to conduct the decennial census should be subjected to performance goals. As you may know, in
Tuly, the Bureau’s funding was cut in the Senate Commerce-Justice-State mark by $200 million
below the President’s request. This is troubling news.

Iwould urge you to look into the Administration’s exclusion of the Census Bureau from
the PART list.

Thank you.



